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THE OUTLOOK 





The Mix-up in Mexico—The Menace of the Submarine—Money 
-and Business—British ‘‘ Mobilization’’ of Our 
Securities—The Prospect 





Mexico 


NEW element which may prove of considerable importance has now been intro- 
duced into the investment situation by Villa’s invasion of the United States and 
the President’s decision to send an expedition into Mexico to capture him. 

The task of capturing Villa must be a severe one. With all Mexico to hide in, on 
familiar ground, amid a mountainous and desert country difficult to penetrate, and 
with many thousands of sympathizers among the Mexican population, Villa is proba- 
bly in a position to lead us a long and difficult chase. It is reported that General 
Funston estimates the time required as not likely to be less than a year. 

Still more important is the probable attitude of the Mexican people. It is tr be 
remembered that most of them have few sources of information about the outside world 
and that the common people have an ingrained dislike and distrust of the “ gringo.” 
It cannot be expected that they will look favorably upon our invasion of their terri- 
tory, no matter for what purpose or under what provocation. The mere presence of 
our troops on Mexican soil will arouse suspicion and dislike. 

President Carranza’s attitude must be dictated by the necessities of his situation. 
To retain even the partial loyalty of the Mexican people which he now enjoys, he 
must avoid even the appearance of collusion with the United States. Personally, it is 
to be presumed that he may welcome the aid of our troops in disposing of the trouble- 
some Villa, but he can hardly take this attitude in his public manifestos without the 
danger of arousing other factional leaders to rebel against his authority. 

The chance of our capturing Villa without numerous clashes between our troops 
and the Mexicans seems very small. The President’s patience under severe provoca- 
tions in the past has repeatedly been justified by the obvious statement that it would 
be easy enough for us to get into Mexico but extremely difficult to get out again. At 
last we are in, and how long a time will elapse or what complications may result be- 
fore we get out again cannot be foretold. Taken altogether, the situation cannot be 
regarded as encouraging. 
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Submarine Commerce Destroyers . 


‘THe complications which have resulted from the use of submarines as commerce de- 

stroyers in the war do not seem likely to be cleared up at any early date. Even 
if the actual severing of diplomatic relations between this country and Germany is 
avoided, it seems clear that there must be continual friction between the two nations 
and that the danger of an actual clash must overhang the market for some time to come. 

The situation has reached a sort of impasse. The Allies cannot agree to remove 
all defensive armament from their commerce ships without practically inviting attack 
from submarines or any small boat or launch which could carry a single gun. Ger- 
many cannot promise not to attack unwarned defensively armed ships without giving 
up its whole submarine campaign—for every such ship will of course fire on any 
approaching submarine. The United States cannot abandon the protection of its citi- 
zens travelling on a peaceful merchantman armed only in self-defense, without taking 
the position of manufacturing new international law in the midst of the world’s great- 
est war. There is no doubt that we have the right to do that, since international law 
is at best nothing more than a record of past international customs, but the President 
feels that the responsibility of upholding the rule protecting the lives of neutral travel- 
lers now lies upon this nation and that we should not shirk it. 

No one can now see the way out of this tangle. In the meantime, a no less peace- 
ful man than ex-President Eliot is recommending that we enter into an alliance with 
England and France to maintain an “open sea” for commerce and for mutual self- 
defense against any attack by sea. It is easy to believe that this idea will appeal 
strongly to a considerable number of American sympathizers with the Allies. 

This condition of suspense is undoubtedly worse for the markets than any result 
that is at all likely to eventuate from it. And it is hard to see at the present moment 
how the suspense is to be relieved. Apparently the various uncertainties connected 
with the war must continue to hang over the market, so that any bullish operations, if 
decided upon, would have to be conducted against this handicap. 


The War Situation in Europe 


WHILE the German effort to capture Verdun is proceeding slowly, it is clear that 
the fall of that city is a possibility. Few investors on this side believe that 

such a result would break down the Allies’ defense. Under the trench methods of 
warfare now practised, it is likely that the territory surrounding Verdun is but little 
more valuable to the Allies than any other territory of the same size. Nevertheless, 
the fall of the city would have a considerable sentimental effect as showing that the 
ability of the Germans to sustain a prolonged and costly offensive has suffered no 
diminution. 

Otherwise the war remains, as it has been for months, a test of endurance to which 
no early close is in sight. 

The vast expenditure of ammunition around Verdun has helped some of our war 
stocks, on the theory that the Allies must continue to rely on us for a part of the sup- 
plies necessary to carry on such gigantic artillery operations. 


Money Conditions Favorable 


AS’ regards our own supplies of capital available for investment and the ease of our 

money markets, the situation continues highly satisfactory and leads to a slow 
investment absorption of stocks on declines. The degree to which this has relieved 
the previously “overbought” position of the market is as yet an open question. It 
is clear that the lower stocks go under these conditions of abundant capital, the more 
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resistance they must meet; but the action of the market does not make it certain that 
the necessary resistance to keep prices at the present level has yet been encountered. 
Under any sort of peace conditions, such an accumulation of capital as is now 
going on in this country could be counted upon to bring an advancing market; but we 
cannot forget that the whole commercial world is now at war, or in more or less dan- 
ger of it. Fourteen nations are involved in the European debacle. The United States 
is keeping out with difficulty, and in addition now has a Mexican embroglio on its 
hands. Under such conditions the timidity of investors may counterbalance the effect 


of plethora of funds. 


Business Booming 


[ue general activity of trade is shown by every sort of record. Iron production 

and the unfilled orders of the U. S. Steel Corporation are at new high levels. 
The railroads are so busy that there is now a net shortage of 20,500 freight cars, 
against a surplus of 321,000 a year ago. This is the first shortage reported since 
November, 1913, and no similar shortage has occurred in the winter season since 1907. 

There is this difference between the present boom and every other similar trade 
movement of the past—it is based on foreign demands and not on domestic expansion. 
That makes the situation difficult to interpret. When the big foreign demand ends, 
as it eventually must, shall we be left flat, like a deflated balloon? Or will the normal 
program of domestic expansion then come along and carry us forward on an even keel, 
without anything more than the usual temporary reactions? 


Foreign Selling 


NDER its” mobilization ” plan, the British Government has acquired about $200,- 

000,000 worth of American securities in exchange for its bonds. Without doubt 

a part of these securities have already been sold here to support the foreign exchange 
market, but as yet only a small part. 

There is every reason to anticipate that England will part with these securities 
slowly. They form her only practicable means of paying for further purchases of war 
materials here, and as such will naturally be nursed along as much as possible. Never- 
theless, gradual sales of our stocks and bonds would have to be met in any attempt to 
advance the market on this side. This is not a new condition and there is no reason 
to expect any greater weight of selling in the future than in the past. An active in- 
vestment and speculative demand here would easily absorb these foreign offerings, as 
it did during 1915—-yet they are an element to be reckoned with, because they add a 
little all the time to the weight we have to carry. 


The Market Prospect 


WHILE the position of the market is fundamentally sound, we are inclined to doubt 

the probability of any immediate advance. The action of prices seems to indi- 
cate uncertainty and indecision on the part of the strong interests, and the public 
shows little disposition at present to buy stocks on advances. It is one of those times 
when the future can only be guessed at and cautious investors are inclined to wait un- 
til a clearer vision can be gained. 
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Our Opportunity and What We 
Must Do to Grasp It—Eng- 
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By GEORGE E. ROBERTS 
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HE people of the United States are 
in a fortunate position as com- 
pared with the people of any other 

important country in the world. They 
are at peace, they are able to supply their 
own needs, there is work for everybody, 
they are selling enormously abroad and 
establishing new trade relations all 
around the world. They are accumula- 
ting capital and enlarging their produc- 
tive equipment faster than ever before. 
Contrasting all this with the waste of life 
and property in Europe it is no wonder 
that people talk extravagantly about the 
future of the United States. It looks 
for the moment as though the world had 
tilted and poured its wealth into our lap. 


Our Opportunity 


What are we going to do with it, and 
to improve the opportunity which all the 
world says is at our hands? It is said we 
are about to assume leadership in the 
world’s trade and finance, that New 
York will take the place of London as 
an international market and that the dol- 
lar will supplant the pound sterling in the 
world’s exchange. On the other hand 
competent people who are familiar with 
the influences which determine the flow 


of trade, the location of industries and 
the concentration of capital, are sceptical 
of such sudden and sweeping change. In 
the long run we will hold in foreign 
trade just what we are entitled to on the 
basis of the service we can render. It is 
one thing to sell food and raw materials 
to countries which must have them, and 
it is another thing to build up a great 
foreign trade in finished products in 
competitive markets. 


Why England Leads Commercially 


What must we do in order to make 
our way in foreign markets? What 
makes the centre of gravity in pro- 
duction and distribution? It is the sum 
of all influences, the net result of all fac- 
tors. It is capital supply, labor supply, 
the facilities of trade and transportation 
and the prestige and good will of an 
established business. Great Britain led 
the world in the application of steam and 
machinery to industry, and she has had 
a great career in supplying equipment 
and manufactures to countries not so 
well developed as herself. Not only has 
she sent out equipment, but she has sent 
out skilled workmen to install and op- 
erate the equipment, and managers to 
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direct it. They have introduced and ad- 
vertised British goods. British railways 
in Argentine lay British rails, buy Brit- 
ish cars and locomotives and are burn- 
ing British coal under the boilers. They 
use British tools in their machine shops, 
British pumps for pumping water, and 
so on. They accustom local mechanics to 
the use of British tools, and in a hundred 
ways they serve as connecting links be- 
tween the country of their residence and 
the home country. 


A National Industrial Organization 


Now here you will see a. wonderful 
combination; a great industrial organi- 
zation, backed by investors who are ac- 
customed to employ their capital in all 
countries of the world, and served by 
shipping lines running to all countries 
of the world and by branch banks and 
branch mercantile establishments every- 
where. British ships have been in every 
port, British banks and trades in every 
market. British capital is ever ready to 
build a railroad, open a mine or move 
the products of the country to market. 
It is all these things together that have 
made London the centre of the world’s 


exchanges and the pound sterling the- 


standard of value. Such an organization 
will not go to pieces suddenly. I am not 
sure but that if every man in Great 


Britain was bankrupt and all. the prop- © 


erty in the island was sold under the 
hammer, capital would flow in from the 
rest of the world to continue the business 
built up. They have all the facilities, 
the clients and the prestige of an estab- 
lished business. 


Our Greatest Problem 


I am of the opinion that of the changes 
which are necessary to give the United 
States leadership in foreign trade, the 
most difficult change will be that of 
changing the mental attitude and habits 
of our people. It is perfectly natural 
that the British people should have done 
what they have done ;—but our oppor- 
tunities in the past have been here, the 
best opportunities in the world have been 
here, there has never been any develop- 
ment elsewhere to be compared with the 
development that has taken place on this 


continent; our energies have been oc- 
cupied at home; and we are today so 
self-centered on our own developments 
that we have little time to give serious 
attention to opportunities outside. If 
you want world leadership, you. have at 
least got to give your foreign interests 
a chance. Are we willing to do that? 

Now I am a Republican, and I sup- 
pose it would be as difficult to change me 
in that respect as it would be to shift this 
centre of gravity of which I have been 
talking. I am illustrating in myself the 
difficulties of the situation; at any rate I 
have a natural bias in favor of a protec- 
tive tariff and I do not believe this coun- 
try can afford to suddenly and radically 
change that great industrial system, but 
I am convinced that the protective prin- 
ciple must be applied with greater dis- 
crimination in the future than it has been 
heretofore. The protective policy must 
not be made a policy of isolation and ex- 
clusion, not if you want foreign trade. It 
must allow for a fair exchange of com- 
modities with other people. 


Trade Not One-Sided 


If anything has been demonstrated in 
the last year, it has been the truth of that 
proposition that you cannot have a per- 
manently one-sided trade. All trade, in 
the last analysis, consists of an exchange 
of commodities. Any other means of set- 
tlement are a makeshift and necessarily 
temporary. We have kept our great ex- 
port trade going in the last year, first by 
taking back our own securities and then 
by taking over foreign securities. This 
I say is a makeshift. You cannot build 
up a permanent foreign trade upon that 
basis or by insisting upon payment in 
gold. You can have no permanent trade 
that is not advantageous to all parties 
concerned; there must be an exchange 
of service and commodities. An indus- 
trial country which aspires to sell fin- 
ished products abroad must be willing 
to receive the crude commodities of 
other countries. 


Capital and Labor 


The great flow of gold which this 
country is now receiving tends to create 
the very conditions under which leader- 
ship in foreign trade would be impos- 
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sible. Capital is only one factor in pro- 
duction ; it cannot be used without labor, 
and we are not getting more labor. With 
a rapid increase in the supply of money 
and no corresponding increase in popu- 
lation, the situation is thrown violently 
out of balance. There is a tendency 
for money to become so cheap as to 
make everything else dear, and when 
normal conditions are restored abroad 
there must be a re-adjustment. Labor 
will either come here or capital will go 
there until the equilibrium is established. 
Foreign Trade Opportunity 

There is a great opportunity for this 
country in foreign trade if we adapt our- 
selves to the conditions, but it is not along 
the line of routine and common-place ef- 
fort. It will not be by a scattered and 
desultory effort, it will be by a highly or- 
ganized and concentrated effort. If we 


are going to win in foreign trade, we 
must do it by genuine leadership in in- 
dustry. The history of the automobile 
shows how industry may be ‘revolution- 








ized. Henry Ford has not done so much 
for peace in Europe as he has in Detroit. 
There is no branch of industry in which 
improvements are not always possible. 
They are being made all the time. There 
is scarcely a process that is the same to- 
day as it was twenty years ago, and 
there is scarcely a process that will be 
the same twenty years from now that it 
is today. 


Leadership in Industry 


That country will have leadership in 
industry which can make these changes 
most rapidly, which has the initiative and 
the most complete co-operation of its 
working forces. We have the start. We 
have, I believe the most intelligent body 
of wage earners in the world, due largely 
to the fact that they are the best paid. 
It is for us to enlist their genuine in- 
terest and if we can do this the leader- 
ship will be ours. What do we care if 
foreigners copy our methods if we can 
always keep a few laps in advance. 








Responsibility of Business Men 





“The business man has, moreover, the responsibility of 















a vast trusteeship. Millions of his fellow citizens have en- 
trusted their savings to his care and direction; the livelihood 
of armies of wage-earners depends upon his successful di- 
rection. The great principles of American life asd charac- 
ter must be preserved as the bed rock of all our industry and 
commerce or their perpetuation becomes impossible. Con- 
scious of the general rectitude of business conduct, business 
men were never in more urgent need of organization nor 
yet more favorably situated to systematically present their 
just cause to the judgment of their fellows.’—James A. 
Emery, counsel for the National Council for Industrial De- 


fense. 
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Outlook for Railroad Stocks 


New Conditions the Roads Will Meet—Estimated 1916 
Earnings 


By WILLIAM T. CONNORS 





HE eventful year 1915, which open- 
ed with a general feeling of doubt 
and uncertainty among railroad 

men, closed with a wonderful burst of 
business, taxing the facilities of the roads 
to such an extent that “ freight embar- 
goes ” had to be declared on a number of 
lines. 

The question naturally arises, is this 
heavy business merely temporary, or 
have the roads really embarked upon an 
era of renewed prosperity ? 

It is safe to say right at the start that 
the same percentages of increase as 
shown in 1915 cannot long be maintained. 

The great railroad revival of 1915 
began in the Eastern section of the coun- 
try, as the result—direct and indirect— 
of the frenzied activity of the war order 
industries. In February, 1915, the East- 
ern roads’ gross revenues were down to 
$1,500 a mile. By October they had 
jumped to $2,300 a mile—an increase of 
53 per cent. In the same time net reve- 
nues in that district had increased from 
$300 a mile to nearly $850, or about 180 
per cent.—and that in spite of an increase 
of over 20 per cent. in expenses. 


In the Southern and Western Dis- 
tricts the gains were naturally less extra- 
ordinary, as those sections were not so 
quickly reached by the war order pros- 
perity and the effect there was of a more 
indirect and reflected character. But in 
spite of this fact, gross revenues for the 
entire country rose in the nine months 
from $900 a mile to $1,320, or 47 per 
cent., and net increased from $220 to 
$500, or about 125 per cent. 

Manifestly such an extraordinary rate 
of gain could not be maintained very 
long; but it has not yet been followed 
by any significant reaction, for down to 
the present date earnings are holding 
close to the high water mark. There 
has, it is true, been a little falling off in 
both gross and net from the October fig- 
ures, but this is entirely due to seasonal 








conditions. Business never runs as heavy 
during the Winter as in the Fall when 
the crops are being moved. Such a sea- 
sonal change cannot be considered a re- 
action in earnings. 


How Expenses Have Been Kept Down 


It will be noted by a glance at the ac- 
companying diagrams that during 1915 
railroad expenses rose but little. In the 
South and West they were in fact almost 
stationary, in spite of the great gain 
in net earnings. In the East expenses 
mounted considerably, but only a frac- 
tion of the tremendous increase in earn- 
ings. 

This was due in part to the fact that 
the roads were not increasing their main- 
tenance to the same extent as their earn- 
ings. Take for example the Pennsylvania, 
one of the best managed and best main- 
tained roads in the country. Mainten- 
ance of way per mile of track during 
the last three calendar years was as fol- 
lows: 


And maintenance of equipment was: 
Per Per Per 
Pass.Car Frt. Car 
$1,262 $102 
1,202 99 
1,279 121 


That is, maintenance of both way and 
equipment was continued during 1915 
on a basis that had been adjusted to 
meet prolonged business depression. The 
same was true of practically all the rail- 
roads of the country. It was not possible 
for the roads immediately to ajdust 
themselves to the sudden change of con- 
ditions. 

The result is that freight blockades 
and embargoes are common. These have 
been partly due to the lack of ocean ton- 
nage to move the big export business now 
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handled by the railroads, but not entirely. 
Shortage of cars and locomotives is also 
au important reason. 

This shortage is principally due to the 
lack of forehandedness on the part of 
the roads in placing their orders for 
equipment. During the first half of 1915 
the railroads stood idly by and allowed 
the six leading equipment companies to 
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(a) Initial div., 1%, Dec. 1, 1915. 
yet be estimated with any accuracy. 









CURRENT RAILROAD EARNINGS 


ee ac ieaeeect cages ences 
OE ico nceskeserveccese 
ee ee doco ceecne ee seben ces 
er i rN .. os a ccenesweseceseceee 
cs waned cacecencenssaseees 
COIROD, GEE, WORUNET BE... ccc ccccccccccsccce 
SS Bs OP We BU BUR Soc etcacdcvcaccosces 
Ns oo cn ctsepavonwteees 
eer 
NS i a re 
SE EE Mei cccnseccccescocessbccceccees 
i hes enna SS we ee S88 eb eee 
Mann Su vchecctenesieaeesuces 
SE WU MINER, «ov cdccccsesesseveeeves 
et cen eanabedaaeb ade 
EEE ME Ts Mie Ro 6c vecccccncceccecceses 
nos eat Ache av eae ee 
le lar ed Be oc cass cveseseeeennces 
ie ie EE I os. vc ce encecietcaceésece 
ns ace enenneweeeswestee 
i i oss teu cher eh eatoestentines 
“ SE TEE a RET ee 

a re ee tate e tine wham se ws 

i ee i akecestG bases envsesaseessces 
EN, sv wwiwacedeéedocueeeeue 


(b) Fisc 





al year ends Dec. 31. 


there is practically no steel to be had 
for delivery before the last quarter of 
1916 and many orders are being placed 
for 1917. It was a clear case of “ un- 
preparedness ” on the part of the roads. 

When the roads finally saw what they 
wer> up against, they hurriedly placed 
orders for cars and locomotives. Car 
orders for the last five months compare 
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Div. Earned Earnings 
Rate 1915 for 1916 
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Earnings for 1916 cannot 











sign up a total of over $200,000,000 of 
war order business. Then when the 
roads were finally forced into the mar- 
ket they found that not only had the 
prices of equipment risen from 20 to 25 
per cent., but it was impossible for them 
to get deliveries within six months. The 
equipment companies, aside from the 
limitations resulting from their own war 
orders, could not accept an order until 
they secured options on the necessary 
steel and lumber. The prices of those 
pioducts were rising day by day, and 
there was no hope of getting steel sooner 
than four to six months. At present 























as follows with the corresponding months 
of the previous year: 


This Last 

Year Year 
PEOUEEY 66 008 ceeds esseeces 12,650 4,255 
GEE .. 60 du ceasdcacsaseced 30,300 3,300 
I ia. i ain. bg alae anew 18,023 1,325 
DEE access cokesboueed 32,300 1,050 
DE audiashs <decevenees 24,680 2,775 


But practically none of these cars have 
been either delivered or paid for. De- 
liveries of cars will begin soon, of loco- 
motives a little later; and as soon as 
Spring opens, the roads will have to do a 
good deal more than last year in the 
maintenance of way. This is not be- 
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cause maintenance of way has been espe- 
cially neglected, for that is true of very 
few roads; but because a heavier gross 
business necessarily brings greater ex- 
penses for maintenance. 

Tt is almost certain, too, that the roads 
will have to stand some increase in labor 
costs. Wage earners have an excellent 
argument in the rapid rise in the cost of 
living and the roads, with their present 
big earnings, have what will appear to 
the average man as a weak argument 
against higher wages. 


Big Earnings Nevertheless 


I have dwelt on the increase in ex- 
penses that is sure to come during the 
remainder of 1916 because of the same 
unduly rosy reports of railroad business 
that are in circulation in the press. It is 
entirely wrong to figure the earnings on 
a railroad stock for the,last half of 1915 
and then proceed to estimate earnings 
for the full year to June 30 as double 
those of the last six months. 

It is necessary to examine the position 
of each road in detail. All the roads 
will have to meet increased expenses. 
Some of the Western roads can count on 
only moderate gains in gross with which 
to do it. On the other hand, some of the 
Eastern roads which are handling the 
greatest amount of war order and other 
manufactures may be able to make gains 
in net that will very nearly equal those 
of the first half of the fiscal year. 

In the table herewith I have worked 
out the estimated earnings for 1916, as 
closely as they can now be arrived at. In 
all cases considerable increases are 
shown. The greatest gains are naturally 
shown on those stocks which are of a 
more speculative character and have 
therefore suffered more from past de- 
pression of trade. 

Since the fiscal years of New York 
Central, Pennsylvania and Erie end Dec. 
31, it is impossible as yet to make any 
trustworthy estimate for 1916. All these 
roads are, however, doing a very heavy 
business now and it is reasonable to ex- 
pect that their 1916 earnings will equal 
those of 1915. In fact, it would not be 
surprising if Erie should greatly exceed 
its I915 record, as that road was in a 


much better state of “ preparedness ” for 
big business than almost any other. It is 
also to be borne in mind that, owing to 
the very large proportion of bonds and 
preferred stocks in Erie’s capitalization, 
the increase in net earnings has a ten- 
dency to pile up rapidly in the form of a 
higher per cent. earned on the common. 

The roads that haul a large proportion 
of manufactured articles, steel and coal 
will make a relatively better showing 
than the grangers. Baltimore & Ohio, 
Chesapeake & Ohio, Lackawanna, Erie, 
Louisville & Nashville, New York Cen- 
tral, New Haven, Norfolk & Western, 
Pennsylvania and Reading come in this 
class. 

Roads that earned only a small per 
cent. on their stocks in 1915, will natur- 
ally show a greater proportional increase 
in 1916 than the others. Among these 
are Chicago, Great Western, St. Paul, 
Minneapolis & St. Louis, New Haven, 
Ontario & Western and Southern Rail- 
way. 

Canadian Pacific will show a big in- 
crease over 1915 because of the tremen- 
dous change in business conditions in 
Canada. Canadian business had become 
inflated before the war. Then the first 
year of the war brought Canada almost 
to a standstill, largely because the cus- 
tomary supplies of capital from England 
were abruptly cut off. But the second 
year, with a flood of war orders for both 
munitions and food stuffs, has stimulated 
an almost feverish activity. 

Our standard Western roads, such as 
Atchison, Northwestern, Great North- 
ern, Kansas City Southern, Northern 
Pacific, Southern Pacific and Union Pa- 
cific, will show good but not phenomenal 
increases. Their earnings were relatively 
good last year, so that they have less 
room in which to make gains, they are 
not directly in touch with the war orders 
or the great manufacturing centers, and 
they haul only moderate amounts of iron 
and coal. 

Of course no high degree of accuracy 
is claimed for these estimates of 1916 
earnings. That would require a super- 
human gift of prophecy, especially under 
such unsettled conditions as have result- 
ed fromthe war. The estimates simply 
represent a fair approximation, taking all 
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the various factors into account. I be- 
lieve, however, that the actual earnings 
will not be found to show any very wide 
variation from the figures given in the 
table. 

Taking everything together, the out- 


and take in their full significance. A 
sharp change in the price of a railroad 
stock is usually attributed to some more 
interesting or spectacular cause, even 
though a brief study of current earnings 
would show ample reason for the change. 
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A recent example of this was seen in 
the sharp advance of Reading in the face 
of a decline in the rest of the market. 
This was attributed to everything ex- 
cept the most obvious reason—a tremen- 
dous gain in current earnings, on top of 
previous large increases. 


Expert advice is the best kind of preparedness for in- 


vestors. , 
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What Thinking Men Are Saying 


About Financial, Investment and Business Conditions 





“Encourage ‘Big Business ’” 
—John Hays Hammond 


JOHN HAYS HAMMOND had much 

of interest to say on “ Big Business ” 
and other matters at the annual dinner of 
the Rocky Mountain Club at the Hotel 
Biltmore. In his remarks concerning 
“ Big Business,” he said: 


There has been much unintelligent prej- 
udice in this country, partly inspired for 
political purposes, against what we call 
“Big Business,” but I believe the people 
should, by this time, be convinced that un- 
less our industries can~ be devolped on 
“large scale ”—production—as is the prac- 
tice of our great European trade rivals— 
we shall be seriously handicapped in our 
quests for foreign markets. 

England permits, France encourages, and 
Germany sometimes even compels combina- 
tions in the interests of the industry in- 
volved and of the general public. 

In the enforcement of the Sherman law, 
which carried out by strict constructionists 
would paralyze our industrial development, 
our government should remove, as far as 
possible, every obstacle to the cheap pro- 
duction of commodities for our export 
trade; so as to place our country at least 
at no disadvantage compared with other 
competitors. ; 

Co-operation combinations and the fixing 
of prices for products exported should be 


Spreading the Alarm.—From che Chicago Evenirig Post, 


legalized to enable the smaller industries 
to more advantageously exploit foreign 
fields. 


“ Railroad Business Greatest 
Ever ”—Truesdale 


RESIDENT TRUESDALE says in 
the Delaware, Lackawanna & West- 
ern annual report: 

At the close of 1915 business of the coun- 
try generally was very large in volume, 
and practically all interests were highly 
prosperous, and the outlook for 1916 is 
most encouraging. 

Business of the railways was heavier than 
ever before. The chief difficulty was the 
disposition of traffic handled at New York, 
Philadelphia, Baltimore and Boston, where 
tonnage for export had accumulated with 
a great scarcity of available ocean vessels. 

go long as the war continues, demands 
upon this country will result in a continu- 
ance of existing high tide of business and 
prosperity. Should the war cease suddenly, 
without doubt business of the railways will 
also drop off very quickly. It is difficult, 
therefore, to plan for the future with any 
certainty, and in view of high prices of 
labor and all commodities, a conservative 
course would seem the wisest for railways 
to pursue. 


“Need Industrial Capital” 
—J. J. Hill 


OOKING forward to the time when 
peace will be declared in Europe 
with the consequent industrial and com- 
mercial readjustment, James J. Hill em- 
phasizes the necessity of keeping open to 
our surplus products the European mar- 
kets. 

“When the war is over,” Mr. Hill says, 
“what the United States will need most is 
industrial capital with men in possession of 
that capital willing to put it into new enter- 
prises and undertakings. In order to at- 
tract that capital, there must be industrial 
peace at home and some reasonable assur- 
ance that the foreign markets for our sur- 
plus products will be avaliable. 

“The declaration of peace will find the 
belligerents staggering under tremendous 
debts. These nations will still want food 
and clothes from us, and while it may be 
all very well to say that they must buy, 
how will they pay for what they want? 
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Not in gold. That will be impossible. 
Granting that, can they pay us in kind? The 
European countries will start immediately 
to rebuild their industries. Their industrial 
people will have only their time to sell, and 
the employer who buys that time must pay 
a price for it that wilh leave him a profit in 
the markets where he sells his goods. The 
lower the wage, the smaller the buying 
power of the European people. 

“Some of our people want a high pro- 
tective tariff against foreign goods. But 
if those products are kept from our mar- 
kets, how can Europe pay for what she 
will want from us when the war is over? 
Without a market for surplus products 
what is the American manufacturer and 
farmer going to do? It is said ‘feed the 
surplus grain to hogs and cattle’ but a 
market must be found for them.” 


Hits War 
Stock Traders 


GPEAKING of the effect of the pro- 

posed new taxes on “ war munition ” 
profits, the Monetary Times, of Canada, 
says: 

Whether or not the buyers of the so- 
called war stocks on the Canadian and New 
York exchanges, have been figuring on war 
profit taxation cannot be known. The ma- 
jority of those who have participated in war 
stock gambling probably did not look that 
far ahead. Most of them likely have been 
figuring on heavy profits for their favorite 
companies during the war, rising prices, 
and payment of substantial dividends with 
accumulated dividend arrears. The specu- 
lators may have hoped, also, that director- 
ates would favor dividends rather than 
building up substantial reserves for an un- 
certain future. In some cases, those un- 
wise hopes have been realized. The new 
war taxation, which will date back to the 
outbreak of war, introduces an important 





The Sleeping Beauty.—Fvone the Cleveland Plain Dealer. 








factor into the reckonings of stockbrokers 
and their clients, and also into the figuring 
of directors who expect to be doing busi- 
ness after, as well as during the war. Cumu- 
lative preferred stockholders have some- 
thing new to think about as well. 


“Copper High Enough ” 
es D. Ryan 


JOHN D. RYAN, president of Ana- 

conda, says that the price of copper 
now is as high as large producers care 
to have it go. It is their desire that the 
market remain on a stable basis. All 
important copper producers are sold so 
far ahead that they are under no neces- 
sity of seeking or competing for busi- 
ness. For this reason, prices are uni- 
formly maintained by all the large fac- 
tors, with little likelihood of any reces- 
sion in prices. In a letter to the share- 
holders of Anaconda Mr. Ryan said in 
part: 

During the last half of the year domestic 
consumption outstripped all previous rec- 
ords, and still continues at a rate never be- 
fore reached, and foreign demands are very 
large, ew ged for munitions of war. It 
is our belief that during the continuance of 
the war consumption will at least maintain 
its present level, and that peace in Europe 
will bring an enormous demand for copper 
in all the countries now at war to replace 
depleted stocks and restore industries in 
which the metal is indispensable. 


After the War? 


ONSIDERING that great question 
of never-failing interest, “ After the 
War—What?”, from the viewpoint of 
the likely results to American labor, 
Samuel Gompers president of the Amer- 
ican Federation of Labor, says in part, 
in The Annalist: 


What the outcome of the present Eu- 
ropean war will be no one can foretell, but 
without predicting which side will win there 
will be some opportunity at the close of the 
war and in the period of reconstruction 
following the war to secure greater op- 
portunities for freedom and for justice to all 
the people of all the countries. 

It will depend upon the people them- 
selves just how those opportunities are 
used. It will depend in a large degree upon 
the wage-earners what degree of progress 
is made for democracy and for the cause of 
humanity. The wage-earners through their 
organizations are those primarily concerned 
in human problems and human interests. 
The organized labor movement is com- 
posed of the only organizations that are 
devoted wholly and solely to the cause of 
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humanity. The wage-earners are demand- 
ing and assuming an increasingly im- 
portant part that the wage-earners have in 
society—a part more in keeping with their 
rights, service, and welfare. They will not 
consent to go backward. The wage-earners, 
through their organizations, can secure fit- 
ting recognition for their service and for 
their rights if they unite solidly in their 
demands. There is no power of greed, or 
injustice, or despotism that can withstand 
the force of human beings banded together 
solidly for human rights and human justice, 
conscious of their power and able to use 
it effectively. 

Answering the same question from the 
standpoint of the economist, Professor 
J. Shield Nicholson, University of Edin- 
burgh, remarks: 


The change of the greatest immediate 
importance will be the cessation of public 
borrowing and of excessive Governmental 
expenditure, and the substitution therefor 
of a great increase in the burden of taxation 
compared with the former peace level. The 
fictitious prosperity of the war with all that 
itimplies, must come toanend. The change 
will be so severe that in all probability 
under various excuses, Governmental bor- 
rowing will not cease altogether, but it will 
be increasingly difficult and must be very 
greatly contracted. 

In the same way all the varied emer- 
gency measures for supporting credit must 
be much lessened and in the end disappear. 
Here again, no doubt, there will be an out- 
cry for more money, and for more assist- 
ance from the banks. 


Importance of 
Chemical Stocks 


THE growing financial importance of 

the chemical industry in the United 
States is shown by the fact that some 
newspapers publish a separate list of 
quotations for chemical stocks. The fol- 
lowing printed in the Globe recently is 
typical. 

It includes the more important chem- 
ical stocks now traded in on the New 
York Curb: 

Bid Asked 


American Cyanamid 
By-Products Coke 165 


Dow Chemical pf 

Federal Chemical 

Freeport Texas Sulphur 

General Chemical 

Grasselli Chemical 

Harrison Brothers 

Harrison Brothers, pf 

Hooker Electro Chemical 

Hooker Electro Chemical, pf.... 80 
Matheson Alkali 

Merrimac Chemical 

Merrimac Chemical rights 

Michigan Limestone and Chemical 22 
H. K. Mulford 95 


Nat. Aniline & Chemical 
Niagara Alkali pf 
Rollin Chemical 
Semet Solvay, new 
Smith Chemical. 
Solva 
Standard Chemical 

The prices of all chemicals are still 
advancing due to increased demand and 
a greater shortage than ever, together 
with the activities of speculators. No 
hope for relief in the situation can be 
entertained until the war closes, and im- 
portations are begun on a normal scale. 
Domestic production though increasing, 
will not be sufficient to prevent a con- 
tinuation of the rise of prices. 


Sec. Lane Probes 
Gasoline Prices 


EPORTING to the United States 

Senate on the advance in the price 

of gasoline, Secretary of the Interior, 

Franklin K. Lane, finds the reasons for 
the skyrocketing of prices as follows: 


(a) Increased consumption of gasoline 
within the United States. Various trade 
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journals estimate that the consumption of 
gasoline in the United States during 1915 
was 25% greater than in 1914, and that 
there will be a like increase in 1916. 

(b) Increase in exports. 

(c) The depletion of gasoline stocks due 
to increased domestic and export demands. 
On January 1, 1915 refiners had stocks of 

asoline in storage amounting to at least 
,000,000 barrels. Inquiry to-day indicates 
that there is little gasoline in storage. 

(d) Decreased production of crude con- 
taining a large percentage of gasoline, as in 
the Cushing pool of Oklahoma, the daily 
production of which declined from more 
than 300,000 barrels in April, 1915 to less 
than 100,000 barrels in January, 1916. The 
decline in the Cushing pool was partially 
compensated for by an increased production 
of crude from other pools, the gasoline 
content of which production, however, was 
_— 5 to 7% less than that of the Cushing 
crude. 


There are, says Mr. Lane, no exact fig- 
ures available for gasoline consumption, 
but he adds: “ An indication of the do- 
mestic consumption may be found by de- 
ducting the amount exported from the 
amount produced,” and the following 
table is presented : 


Production Exported Difference 


eee 6,680,000 297,000 6,883,000 
BWBOG nnccccces 6,920,000 594,000 6,826,000 
Ee 12,900,000 1,640,000 11,260,000 
WBNS .cccccces 84,915,000 5,000,000 29,915,000 

eeccceces 41,600,000 6,500,000 85,100,000 





“New Russian Financing 
Insidious ”—Schiff 


JjAcos H. SCHIFF, who has actively 

supported the interests of the Jewish 
people in Russia and the United States, 
comments bitterly upon the reported ne- 
gotiations between the Russian Govern- 
ment and New York bankers for the ex- 
tension of large credits to Russia. In 
a recently issued statement the banker 
says: 

If the report frequently repeated recently 
that a large Russian credit is now on the 
eve of being concluded proves correct, this 
credit will be one of the most insidious 
pieces of financing ever done in this coun- 
try. 

It is not yet known under whose auspices 
this reported transaction is to be made, but 
whoever will be responsible for it and who- 
ever is going to take part in it will have no 
cause to be proud of the help he is going 
to give to the Russian Government. 














If brutality and inhumanity have ever run 
riot, certainly the Russian Government has 
to bear the charge that it has been, and is, 
a master tyrant in this respect. That such 
a government should be helped by Ameri- 
can bankers is truly reason for the Ameri- 
can people to bow their heads in shame 
and mortification. 

I feel quite convinced that at some time 
those who shall become responsible for this 
financing will have cause to regret it. 


He Needs a* New Car.—Fromt the Chicago Journal. 





Decrease in Stock 
Exchange Transactions 


EW YORK STOCK EXCHANGE 
transactions in February displayed 
a sharp contraction as compared with the 
preceding month, total sales of stocks 
being 12,080,136 shares, as against 15,- 
901,215 in January, but there was a very 
large gain over February, 1915, when 
the total amounted to only 4,347,866 
shares, says Dun’s Review. Bonds to 
the par value of $80,390,000 were sold 
in February, as compared with $113,- 
129,000 in January and $43,723,500 dur- 
ing the corresponding month last year. 
Total transactions in stocks and bonds 
on the New York Stock Exchange for 
the month of February are given in the 
table below back to 1900: 
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Stocks—No. of Shares Bonds—Par Value 


6,175,873 


10,101,577 


15,185,067 


Bankers’ and Brokers’ 


Views 


Hayden, Stone & Co.—A great deal has 
been said of the readjustment after the war. 
We think this is inevitable, though just how 
severe or what form it will take, is impos- 
sible to say. It is, however, to be remem- 
bered that provided we are not embroiled, 
the end of the war should find us with large 
surplus capital, which would be augmented 
by the cessation of the sale of foreign-held 
securities. We are sanguine, therefore, that 


any such process of readjustment will be 


short-lived. 


Hunt, Ellis & Co.—The prices for metals; 
copper, spelter and particularly steel prod- 
ucts, continue to climb under the impetus 
of what appears to be an almost insatiable 
demand. While such conditions prevail 
with little sign yet of turning, it is scarcely 
conceivable that security prices can enter 
upon any protracted decline. 


F. A. Schirmer & Co.—lIt can be stated 
positively that the speculative position of 
securities is much stronger and healthier 
than has been the case for several months. 
Not only have stocks in large volume, dur- 
ing this period, gone from weak to strong 
holders, but a very formidable short inter- 
est has been built up. The technical condi- 
tion of the market is therefore such as to 
offer a much larger measure of resistance to 
really bad news than at any time since the 
Lusitania disaster last May. 


_E. & C. Randolph.—The technical situa- 
tion in stocks is now good and settlement 
of the international difficulties would likely 
be followed by a sharp advance. The rail- 
road situation as far as business and earn- 
ings are concerned, continues highly favor- 
able, and if a feeling should arise that the 
labor difiiculties have been more than dis- 
counted in the market, an advance in rail- 
roads might easily be effected. 


_ E. F. Hutton & Co.—With the submarine 
issue up to Congress this matter has ar- 
rived at its most acute crisis. Europe is 
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selling rails again, mostly Atchison, St 
Paul, Illinois Central and Pennsylvania. 
While the industrial list is in much better 
shape than it has been, it is far from satis- 
factory. There are too many newcomers 
in this class that are in loans. If we could 
get one or two days of real violent liquida- 
tion the air would be cleared. We get the 
declines but we don’t get the volume. The 
money market is beginning to show slightly 
the demand upon it. A new large foreign 
loan is being arranged, probably for France 
on American and home securities. With a 
market like this so controlled by crises 
that have never existed before, it is foolish 
to make any predictions. We think that the 
public mind is turning toward the railroads 
and’ believe these will be bought whenever 
weak. 

Keane, Zayas & Potts.—It would seem, 
that the long-awaited opportunity of the 
bull party had arrived. Prices of the lead- 
ing shares are much lower than they were 
when the bull market culminated Jast No- 
vember, and, the war stocks excepted, they 
were not thought at that time to have dis- 
counted fully the wonderful improvement 
in fundamental conditions. It is now 
known that this improvement was under- 
estimated in November; that it has been 
progressively continuous, and that it has 
not reached culmination. No one in No- 
vember had even a fair idea of the tremend- 
ous demand for steel and copper or of the 
enormous earnings of the steel and copper 
producing plants. 
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HE steady advance of commodit 

I prices to a new high record each 
month has become so much a mat- 
ter of course as to attract comparatively 
little comment. At 11.37 for March, Brad- 
street’s Index is 32% above the level of 
— before the war opened. In Eng- 
nd the rise has been even greater. The 






pegneemets Index for March stands at 
an advance of 56% from the low 
level of 1914. 

These big advances in commodities mean, 
of course, war inflation of business. The 
reaction must come some time, as it al- 
ways does sooner or later, but it is not 
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likely to appear until the war is over. In 
the meantime, rising commodity prices 
exercise a strong effect toward continued 
prosperity. 


Pig Ivor 
ron. 
i Poets bed’ nase eescuees evs 17.90 
De cus cictecveceeuses 17.90 
PE ME accscseseeccscesecsecs 17.90 
a ckcithsons<aneseseece 

ie. Se 14.00 

<i er ere 16.81 


eee eee ee eee eee eee eee ee 


*February. + Last day of mo. 


Business Activity 


Average Average Per cent. Per cent. 
Money Rate Money Cash to Loans to 
PrimeCom- Rate ae New Deposits New Br’dst’sIn- English In- 
mercial Paper European York Clearing- York Clearing dex of Com- dex of Com- 
New York. Ban house Banks.* house Banks.* modity Pes. modity Pes. 
March, 1916........ 8% 5 16.0 92.4 11.87 4,008 
February, 1916...... 8 5 16.4 91.7 11.14 8,840 
January, 1916...... 8% 5 16.4 91.8 10.92 8,634 
March, 1915........ % 5 18.7 97.1 9.62 8,181 
™ EET 4% 81% 26.3 96.6 8.83 2,616 
- BEB. cccccce 55% 5 25.7 100.6 9.40 2,717 
“ BEB... cccce 4% + 26.0 97.5 8.90 2,667 


* Affected by the new Federal Reserve System. 








Total Bank oe Balance of Gold Balance of 


Bank of U.S. Movements Trade Operations, Failures, 
Clearings Excluding —Imports or —Importsor Twenty Total 

of U.S. N.Y. City Exports Exports Cities Liabilities 

—-_ (Millions) (Thousands) (Thousands) (Thous’ds) (Thousd’s) 
February, 1916.... 18,285 7,129 eae 18,820 
January, 1916..... 20,070 7,743 Im. 4,794 Ex. 151,348 84,688 21,521 
February, 1915.... 11,912 5,430 Im. 11,672 Ex. 174,682 29,826 28,674 
™ 1914.... 12,865 5,628 Ex. 5,870 Ex. 25,875 31,339 21,257 
“ 1918.... 18,614 2,820 Ex. 7,017 Ex. 44,083 33,488 28,971 
12,898 5,581 Ex. 17,652 Ex. 64,655 31,308 18,221 
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Iron production for February was less 
than in January because of the smaller 
number of working days. The daily rate 
of iron production is now at its highest 
point—106,456 tons for February against 
previous high of 103,333 in December. The 
unfilled orders of the U. S. Steel Corpora- 
tion increased even more than expected 


























and are at the highest point since the cor- 
poration adopted its present method of 
compiling them 

Bank clearings fell off a little in Feb- 
ruary, partly because it is a short month 
and partly owing to the greater difficulty 
of doing business in some sections of the 

















Building Business 






















country in mid-winter. There is no de- 
cline in the activity of general business. 
On the contrary, it still shows an advanc- 
ing tendency. 
















Production U.S.Steel Price of 














of Iron > Unfilled Electro. Babson’s 
(Tons) a Copper. Bond 

(Thous'ds). (Thou s).t Cents. Average. 
27.5 91.6 
3,087 8,569 27.4 91.8 
3,188 7.922 24.2 91.8 
1,675* 4,845* 14.8 88.7 
1,888* P 14.1 93.2 
2,586* 7.656* 14.7 94.8 
2,100* 5,454* 14.7 98.2 








BONDS 4 INVESTMENTS 


Switching From Stocks to Bonds 


How Some Shrewd Investors are Selling Their Stocks 
and Buying Short Term Bonds—Reasons for the 
Change—Prospects for Increasing One’s Investment 


Income 


By H. M. P. ECKHARDT 
Author of “ Bank Organization and Management” 





NVESTORS 
large and 
small, in all 

parts of the 
country are giv- 
ing much thought 
and attention 
nowadays to the 
question as _ to 
the conditions 
and circum- 
stances that will 
govern the secur- 
ities market after 
the war. Appar- 
ently a consider- 
able number of experienced capitalists 
have been following the settled policy of 
changing their holdings from stocks into 
bonds. Acting on the theory that some- 
time during the next three or four 
years the stock market will undergo 
severe liquidation and depression, these 
persons on each successive rise in 
quotations, have proceeded to sell 
some of their stocks, and to put 
the money into good bonds maturing in 
a few years’ time. Bonds with terms of 
three, four and five years are favorites ; 
and the expectation doubtless is that 
when the instruments mature, conditions 
may be such as to permit of reinvesting 
the funds in standard stocks at low 
prices. Of course they may be wrong 
in this, but it is well worth while to note 
and weigh the reasons or arguments 
which have influenced their decision. 


H. M. P. Eckhardt 


Grounds for Switching 
In the first place many purchases of 


investment stocks were made in the two 
or three years preceding the war at 
prices which afterwards showed heavy 
losses. The rising quotations of the 
second half of 1915 served in numerous 
instances, to convert these losses into re- 
spectable profits; and while the future 
contains such great uncertainties the in- 
stinct of a prudent man would lead him 
to the conclusion that the increment of 
value should be seized and placed in 
fixed form while the opportunity lasted. 
The rise in prices has been substantial, 
not only in the case of the so-called war 
specialties, but also in the standard rails. 
Notwithstanding all the evidences of 
prosperity, there lingers in the minds of 
reflective persons, doubt as to America’s 
ability to maintain indefinitely a high 
price level, for securities, commodities, 
etc., in the face of the vast destruction 
going on overseas. 


The Question of Inflation 


Then there is the question as to in- 
flation. It is the general impression that 
this has not proceeded as yet to any un- 
comfortable or dangerous extent, and 


this impression may be correct. How- 
ever, one may perceive that the huge 
gold imports during the last year ex- 
erted an appreciable effect in connection 
with the rise in securities. It is impos- 
sible, even for experts, to discover to 
what extent the rising mass of gold has 
been responsible for the buoyancy in 
security prices. That it has been an im- 
portant factor is indicated by the fact 
that stocks of a number of companies, 
whose affairs are irl indifferent condition, 
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have benefited substantially from the 
speculative activity. Heavy gold im- 
ports cause the banks receiving the metal 
to offer large supplies of funds on the 
call loan market—the process causing a 
great increase of buying power in Wall 
Street, and usually reacting on the quo- 
tations more or less immediately. The 
possibility of a return movement of gold 
to — after the war, needs to be kept 
in mind. Europe’s need of the specie 
will be greater than America’s; and if 
any large quantity returns there, the 
basis for a considerable volume of stock 
market loans in New York will be re- 
moved. 


Foreign Holdings of American Secur- 
ities. 

The reference to the foregoing points 
shows how fortunate it has been in one 
sense that the large European holdings 
of American stocks have had to be con- 
sidered. They have probably prevented 
Wall Street from indulging in a wild 
speculation. One may easily imagine 
what would have happened if the Euro- 
pean holdings had not been there. The 
constant selling from London has kept 
prices of the standard issues down, and 
the knowledge that large advances would 
stimulate further heavy realizing, had 
its effect in forcing the bull operators to 
keep their operations within reasonable 
bounds. The question of digestion of 
the mass of securities acquired from Eu- 
rope has also to be considered. The 
amount taken has been enormous, com- 
prising new and old issues, and a con- 
siderable proportion must as yet be in 
the hands of the entrepreneur—carried 
on short loans. 


Stock Market Uncertainty 


Enough has been said to show that 
many uncertainties confront the stock 
_ market, apart altogether from the ques- 
tion of the involvement of the United 
States in the war. It is generally un- 


derstood that the more important banks 
in New York City have elected to carry 
abnormally heavy cash reserves for one 
reason because they fear that if they 
were to loose the funds the public might 
be incited into an orgy of speculation. 








This attitude of theirs points to steadi- 
ness of values ; and if it be assumed that 
a little later the banks will find it neces- 
sary to release their funds more freely, 
the more optimistic speculators would 
naturally expect a notable advance in 
prices. Should such an advance mate- 
rialize, it would seem to offer to the con- 
servatively inclined a further opportun- 
ity of taking profits in stocks and invest- 
ing them in suitable bonds. 

In connection with any movement of 
this kind it is advisable to carefully con- 
sider how the interest account will be 
affected. At present the brokerage 
houses and large capitalists can borrow 
at call for 2 per cent., and on time for 
3 per cent., while at the same time their 
investments in standard stocks may yield 
from 5 up to 6% percent. This repre- 
sents a good margin of profit. Also the 
“ outsider ” can probably show a margin 
of profit in connection with his inter- 
est—providing he has not interested him- 
self largely or exclusively in specialties 
yielding a small net return on market 
quotations. 

While circumstances at the moment 
are so favorable in this respect, some of 
the big speculators particularly might 
hesitate to sell out their stocks unless 
they perceived the opportunity of ac- 
quiring short date bonds of the requisite 
calibre having a net yield approximately 
equal to the yield on the stocks presently 
held. However, anyone familiar with 
market characteristics, is aware that the 
advantagedus spread between interest 
paid and interest received, might narrow 
or disappear through rise of the call and 
time money rates; or what is gained 
thereby might be swallowed up by a drop 
in stock prices. 


Yields of High Class Securities 


The income yield on bonds of the larg- 
er cities at the present time is not much 
higher than 4 per cent.; and probably 
one could not count on getting more 
than 4% per cent. on high class munic- 
ipal and railway issues. So there would 
be involved a sacrifice of interest if 
stocks were sold and bonds bought at 
present prices. Probably those who are 
acting along the lines suggested in this 
article, have already disposed of all stock 
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which was for sale at these levels. Before 
they would be induced to make further 
sales the market would have to rise an- 
other 5 or 10 points. Such a rise would 
bring the net yield of the stocks down, 
in some cases making it not very much 
higher than the yield on high class bonds. 
If utility bonds or the obligations of sec- 
ond class railways were taken, probably 
the change into bonds could be made (as- 
suming that the stock market rose 5 or 10 
points above present levels) without any 
sacrifice in the way of income yield. And 
by taking carefully selected industrial 
bonds one might actually increase the 
interest yield. Of course if the sale 
of the stock represented the realization 
of a substantial profit, that inducement 
might be sufficient even if the conver- 
sion into bonds resulted in a loss of 
interest for the time being. 


Foreign Bonds 


In case of an investor willing to buy 
high class foreign bonds, somewhat bet- 
ter rates of interest would be attainable. 
For example the Anglo-French 5s yield 
over 5% per cent.; Dominion of Canada 
War Loan yields 5.30; Canadian provin- 
cial bonds, and the bonds of the larger 
cities in Eastern Canada, from 5% to 5% 
per cent. Short date bonds of cities in 
Western Canada, (Calgary, Victoria, 
Edmonton and Vancouver) have a net 
return of the full 6 per cent. Nearly 
all of the more important Canadian 
issues provide for the payment of inter- 
est and principal at New York City— 
thus securing American holders from 
any loss arising out of discount on Cana- 
dian funds. In some cases the bonds of 
solidly established Eastern Canadian 
town and cities (practically free from 
danger as to default) can be had to ma- 
ture serially beginning in the present or 


next year, and yielding around 534 per 
cent. 


Getting Out of One’s Stocks 


It is to be remembered that the sales of 
stocks would be gradual—so much on 
each rise. For example if one owned 
outright $100,000 worth, the plan might 
be to sell off $10,000 at each successive 
rise of 5 points. The most promising 
stocks would be reserved or held to the 
last; and as it would take a rise of 50 
points to clear out the lot, the holder 
would be assured of an average appre- 
ciation of something like $25,000 if his 
entire holding were disposed of. Mean- 
while some of his short bonds, bought 
earliest, would be maturing or approach- 
ing maturity—enabling him to repur- 
chase good stocks in case some sudden 
development of the war forced a very 
sharp market reaction. Anything bought 
in this way could be resold in the rally 
if conditions appeared to warrant. 


Buying Back 


When the stock market, according to 
the best judgment, was definitely moving 
to a lower level, during the process of 
readjustment to altered circumstances, 
one could begin purchasing stocks of 
companies having assured futures, as 
they reached prices giving eminently sat- 
isfactory income yields. Perhaps the 
short bonds previously bought would 
then be coming due in quantity, and the 
switching back to stocks could be effected 
on a most satisfactory basis. If things 
went as anticipated, no doubt the man 
who began with $100,000 worth of stocks 
would in the end find himself with a 
much larger amount and with dividend 
income greatly increased. 


———£=£=£&z=—~na—K——F__—_—$—_—_—_—_—————— 


Buy opportunities and sell achievements.—Cornelius 
Vanderbilt. 


CV. 














The Depreciation of Investments 


By EARL A. SALIERS, Ph.D. 
Sheffield Scientific School of Yale University, Author of “Principles of Depreciation” 


NVESTORS sometimes forget that 
I the value of the dollar changes in 
accordance with the economic laws 
that govern all price changes. There is 
ply of gold. If in a normal market a 
single commodity makes extraordinary 
strides upward or downward in the price 
scale, it would be reasonable to conclude 
that its changes are not the result so 
much of general market conditions as of 
those affecting the particular commodity 
in‘ question, such as increased cost of 
labor if the cost is rising, or cheapened 
methods of production, if the price has 
fallen greatly. 


Money and Value 


When we consider money, however, 
we are apt to conclude that it should be 
placed in a class by itself, since it has 
grown to be the universal medium of 


exchange. This is the wrong point of 
view, for money itself depends for its 
value upon the intrinsic worth of the 
coin which composes it; or in case of 
fiat money, upon the fact that it is re- 
deemable in coin of a given value. Since 
1896 prices have risen greatly; or, in 
other words, the purchasing power of 
money has fallen greatly. Since nearly 
all commodities except money have risen 
in price, it is fair to infer that great al- 
teration in the relative value of gold is 
the result of conditions surrounding and 
governing the output of gold, rather than 
to infer that conditions governing the 
production of all other things have been 
altered. 


Depreciation of Money 


The depreciation of good money be- 
tween the years 1896 and 1912, inclusive, 
amounted to about 33 cents on the dollar, 
and recently the same tendency has been 
just as marked. This means that money 
invested in gilt-edge government bonds 
has depreciated more than one-third in 
actual purchasing power, in spite of the 
fact that its face value has remained 
unaltered. Upon a $1,000 bond bearing 


3 per cent. interest, the full amount of 
the interest received during the years 
1896-1912, inclusive, was $510, while the 
depreciation amounted to about one-third 
of the value of the bond, or $333. The 
difference between $510 and $333 is 
$177, which represents the real net in- 
come on the investment, for the remain- 
ing $333 of the $510 interest merely 
covers the amount of the depreciation. 
Dividing 177 by 17, the period in years, 
shows the annual net income on this in- 
vestment to have been $10.41, or slightly 
over I per cent. 


The Bond Market 


Until recently the bond market has 
fallen as if in harmony with this funda- 
mental condition. Whether the recent 
rise is due to the fact that this condition 
and its possible extension for some con- 
siderable time into the future has been 
discounted, is difficult to say. Probably 
other conditions resulting from the war 
have been influential factors in the recent 
rise—such for instance as the great ac- 
cumulation of money in this country in 
banks, and for which there has not been 
any very active demand for building new 
enterprises. It may be, too, that in- 
vestors have forecasted the reversal of 
the tendencies of the past decade, and 
are beginning to lay in a store of bond 
investments for a coming period of de- 
creasing prices. If the latter is the case, 
they would seem to be in error, for while 
the world’s output of gold has been 
forming a kind of fund which each an- 
nual increment increases only in a dimin- 
ishing ratio, there seems to be no good 
reason to believe that there will be any 
sudden alteration in price tendencies. 

Probably, therefore, the recent rise 
represents a discovery from the abnor- 
mal conditions inherent in the war, 
rather than to any fundamental changes 
in price tendencies. Therefore investors 
should buy with an eye to conditions that 
are still active though temporarily over- 
shadowed by others. 
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Investment Suggestions 


How to Invest $50,000 to Insure Reasonable Safety of 
Principal and a Fair Return ; 





Gao 








(The foregoing is a fac-simile of an inquiry received recently from one of our subscribers. 
For obvious reasons the name of the writer of the letter is withheld. The reply of our Inquiry 
Department Editor is given herewith—Eprron.) ,, | 


ANSWER 


The investing of $50,000 is a matter which should receive very serious consideration. We 
recommend its investment in bonds with a sufficient diversity to provide ready marketability, 
safety, and for a portion of the funds a fairly high return, as follows: 

First—The investment of about $10,000 in very high-grade American municipal securities, 
such as the City of New York, your own city of uisville, New Orleans, Minneapolis or Chi- 
cago. These bonds would probably yield from 4% to 4%%. 

Second—We suggest the investment of about $10,000 in high-grade Canadian municipals, 
such as the Province of British Columbia, to yield about 544%; the city of Vancouver, British 
Columbia, to yield about 544%; the city of Edmonton, Alberta, pt ye about 5% %. ° 

Third—We suggest the investment of about $10,000 in first hi t grade railroad se- 
curities, such as Southern Pacific first and refunding 4s of 1955, to yield about 444%; Kansas 
City Terminal Railway Company 4s, to yield about 4.62%, or Grand Rapids & Indiana Railway 
414%. These latter bonds are guaranteed by the Pennsylvania Railroad. 

Fourth—The investment of about $10,000 in public utility issues, such as Southern Power 
Company first 5s at about 101, Utah Power & Light 5s at about 97, Rochester Railway & Light 
5s at about par and one-half, Consumers Power Company first 5s at about 99. 

Fifth—We suggest the investment of the remaining funds in industrial bonds and in con- 
vertible bonds. Convertible bonds: The Commonwealth Power Railway & Light 6s of 1918, Chi- 
cago, Milwaukee & St. Paul 4%4s, or Southern Pacific convertible 5s. For industrials we suggest: 
Central Leather 5s, United States Steel Corporation sinking fund 5s (although the latter appear 
to be rather high at this time), or Lackawanna Steel Company convertible 5s. 
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Bond Inquiries 





Chicago Railways 3’s 


J. S., Toronto, Canada.—Chicago Rail- 
ways—Series 3 prospect of ever getting 
dividends appears to be very remote. The 
company is at the present time not earn- 
ing enough to cover the $8 dividends to 
which Series 2 is entitled. Besides, there 
are about $56 back dividends due on Series 
2, which must be paid before Series 3 gets 


anything. 





Erie Convertibles 


N. P. M., Bernard, Maine.—Erie conver- 
tible bonds are a good investment issue, 
and, in addition, the convertible privilege 
will possibly prove of value some day. We 
are not of the opinion, however, that the 
bonds will have any considerable advance 
in price in the near future. 


New England Co.’s 6’s 


C. C., Augusta, Maine.—Interest on the 
New England Co.’s 10-year 6% convertible 
coupon bonds is earned with a very large 
margin to spare, and, while the bonds are 
not a direct lien on the property, we con- 
sider them a reasonably safe investment. 
The second preferred stock must be re- 
garded in the nature of a speculation, and 
as such it appears to have attractive possi- 


bilities. 





Preferred Investments 


E. S. H., Dorchester, Mass.—The pre- 
ferred stock of the following companies 
can be regarded as good investment securi- 
ties, and their common stock we consider 
attractive speculations: Cities Service, Mon- 
tana Power, American Light & Traction, 
Pacific Telephone & Telegraph, Pacific Gas 
& Electric. 


N. Y. Railways Adj. 5’s 


B. W. B., Providence, R. L.—N. Y. Rail- 
ways adjustment 5’s we consider an attrac- 
tive speculation at present levels. Earn- 
ings of the company avpear to be sufficient 
at present to pay the full 5%. We believe 





it quite oy | that they may advance to 70- 
u 


in the near future. 





Rio Grande Con. 4’s 

D. F. H., Brooklyn, N. Y.—We are of the 
opinion that Rio Grande Western first con- 
solidated 4’s, due in 1949, are a good bond 
and would certainly advise against a sale 
at the present time. The bonds are secured 
by a first mortgage on 286 miles of railroad 
and a second mortgage on 289 miles, and 
by a first lien on the entire $10,000,000 cap- 
ital stock of the Utah Fuel vey ome If 
any action is to be taken on these bonds we 


would advise the purchase of additional 
amounts at the present prices. 
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Northwestern Elevated 5’s 


K. L. D., Allentown, Pa.—We consider 
the Northwestern Elevated first 5’s of 1941 
to be a fairly good purchase at present 
prices. They are secured by a first mort- 
gage on the elevated road on certain ele- 
vated lines in Chicago, and by a second 
em on the Union Loop. Practically 
all of the main line mileage is located on 
private right of way. The net earnings 
for the _ ended June 30, 1915, as reported 
to the Illinois Public Utility Commission, 
were as follows: $3,592,620 interest, and 
rents $2,188,409. These earnings, however, 
are for the consolidated companies. We 
would consider them a proper investment 
for you to recommend to your clients pro- 
vided, of course, that not too great a por- 
tion of funds of dependents be put into 
these bonds. The high price in 1914 was 
about 93 and low about 86. In 1915 high 
about 92, and low about 86. 





Am. Real Estate Co. 


D. P. M., Harvey, I1l—The American Real 
Estate Company bonds are issued against 
the equity in property located in and around 
Greater New York. We understand that 
these bonds come after real estate mort- 
gages. The company purchases undevel- 
oped property and erects apartment houses 
and business buildings in growing sections 
of New York and has been in the past fairly 
successful. However, the bid price on the 
bonds has been as low as 65 within the 
last four months. The real estate situation 
in New York appears to be improving and a 
return of prosperity to that business should 
show relative advance in the prices of 
these bonds, 





Minn. & St. Louis Cons. 5’s 


D. G. H., Springfield, Mass.—We believe 
that Minneapolis & St. Louis first consoli- 
dated 5’s, and Iowa Central first 5’s are 
good purchases at the present time for a 
fairly safe speculation. 





Minn. & St. Louis Refunding 4’s 


A. B. M., New. York City—We advise 
holding Minneapolis & St. Louis refunding 
4’s. They are a fair speculative investment 
for a business man, and as you have doubt- 
less bought them at higher prices, we think 
you should hold your bonds. The company 
has just announced a proposed readjust- 
ment plan which does ftot disturb any of 
the existing bonds and which reduces the 
fixed charges and provides sufficient work- 
ing capital for the company for a long 
time to come. If this readjustment plan 
becomes effective, the position of the bonds 
will be improved. 
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Outlook for Leading Industries 
Article 1—The “Coppers” 


High Tide in the Copper Trade—Record Output and 
Metal Prices—Enormous Earnings of Leading Copper 
Companies—Their Investment and Speculative Pros- 


pects 


By BARNARD POWERS 














(In another article Mr. William T. Connors has analyzed the railroad situation and the out- 


look for the railroads. 
vailing in the leading industries, with es 


This article is the first of a series which will summarize conditions pre- 
ial reference to what the course of events is likely to 


mean to the leading securities in the industry under consideration.—Eprror.) 


HAT will be the industrial answer 
to 1916? Will this year prove 
one of the most important in 

our industrial history, or will the hopes 
of “boom times” to last for several 
years, be dissipated by a sudden ending 
of the war? If the war should end, 
would the sentimental set-back which is 
likely to follow the cessation of hostil- 


turesome seer who predictec the present 
humming times when every industrial 
wheel is turning day and night, and the 
great trunk lines are choked and all but 
swamped with freight traffic. 

There is one school of predicters who, 
relying on precedent, point to the fact 
that the eras of expansion and expan- 
sion have reached their culminations 


U.S. SMELTER &MINE,COPPER OUTPUT. 


1400 


1907 . 1908 1909 i910 


ities, prove to be but the breathing spell 
before another upward sufge in industrial 
activity, which would carry our commer- 
cial activity to heights almost undream- 
ed? Statisticians may figure and logi- 
cians argue, but the unvarnished facts of 
the case are that no one knows. A year 
and a half ago it would have been a ven- 


‘(i 191 1995 §=19% 

after great wars have ended, and usually 
a year or two after suspension of fight- 
ing. The opponents to this line of rea- 
soning point out that there is no prece- 
dent to a war of the size of the one now 
in progress, and since our present com- 
mercial activity and prosperity is the di- 
rect result of a war demand, it is likely to 
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continue so long as that demand lasts for 
our raw materials and manufactured 
goods. War demand spells prosperity 
they insist. Take away your premise 
and you lack your conclusion. 


Things As They Are 


Admitting that there is considerable 
doubt as to the course of industrial ac- 
tivity in the event of an ending of the 
war, I leave the two opposing theorists 
to thrash the matter out and turn to 
things as they are, predicating my re- 
marks on the belief the great war will 
continue during the present year at least. 


25.58 cents a lb. reached in 1907. Com- 
pared with the low price of 11.40 cents 
for electrolytic reached in October of 
1914, the metal has advanced 16.60 cents 
a lb., or approximately 145 per cent. 
Turning to Graphic 3 with its plotting of 
the average price of twenty leading cop- 
per stocks, it appears that from the low 
of approximately 30 in 1914, to the pres- 
ent high of about 52, the average price of 
twenty representative coppers has ad- 
vanced 22 points, or less than 74 per cent. 


Why Copper Have Not Advanced More 


In short, the copper stocks have shown 


ENORMOUS EARNINGS OF LEADING COPPER COMPANIES 


Annual 
Earnings . 
per share 


P.C. of 
Market earnings on 


Estimated 
Dividend 


Output for 
Company 1916 
Anaconda 
Cal. & Arizona... 65,000,000 
Cal. & Hecla 
Chino 
Copper Range.... 40,000,000 
Granby 45,000,000 
Greene Cananea.. 45,000,000 
Inspiration 
Kennecott 
Miami 


$22.80 
20.20 
185.00 
18.06 
19.89 
51.00 
16.20 
20.80 
15.33 
12.48 
6.65 
9.50 
12.00 
27.31 


Ray Consol 
Tennessee 


The Copper Industry 


Making a broad survey of the indus- 
trial field, one is at once struck by the 
remarkable situation in the copper in- 
dustry—the anomaly of a record produc- 
tion and record price for copper metal. 
While Graphic 1 shows clearly that the 
output last year was the largest recorded 
for this country, it does not indicate the 
present enormous outturn of copper. 
There are no longer monthly figures 
available of the United States production 
of copper, but it is well within the limits 
of conservatism to estimate this year’s 
total output in the neighborhood of a bil- 
lion and a half pounds. Graphic 2 shows 
that the metal, now selling at 28 cents a 
Ib., is fully two and a half cents a Ib. 
above the previous high average price of 


on 28¢c. copper price market price 


rate 
$6.00 
6.00 
60.00 
5.00 
6.00 
6.00 
4.00 
4.00 
5.00 


87 26% 
72 28 
550 33 
58 31 
64 31 
92 55 
50 32 
47 44 
57 26 
37 33 
16 41 2.00 
25 38 2.00 
57 2 3.00 
86 31 6.00 


an advance of approximately one half of 
the metal’s advance, speaking relatively. 
It is instructive to turn to the previous 
high record period of copper prices and 
see what the metal and stocks did at that 
time. 

In 1906 the low monthly average price 
of electrolytic was 17.75 cents a lb. for 
February of that year. A year and one 
month later a high average of 25.37 cents 
was attained. This represented an ad- 
vance of 7.62 cents or approximately 42 
per cent. The twenty representative cop- 
per stocks advanced from the low aver- 
age of 46.98 for 1906, to the high average 
of 80.09 in 1907, a gain of 33.11 points or 
approximately 70 per cent. Contrast a 
gain of 70 per cent. in stocks and a 42 
per cent. gain in the metal’s price in 
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1906-7 with the present gain of 74 per 


cent. in stocks and a gain in the metal’s 
price of 142 per cent. In brief, stocks 
showed an advance proportionately 


greater to the metal’s advance in 1906-7, 
and at the present time the exact con- 
verse in true. Something is out of joint. 
Was the advance of stocks dispropor- 
tionately large then, or is it dispropor- 
tionately small now? The latter appears 
to be the case. 


823 





Present Enormous Earnings 

If the war continues this year the cop- 
per companies will have accumulated 
such large profits that their stocks should 
sell higher, war or no war. Just what a 
price of 28 cents a Ib. means to the leading 
copper companies is indicated by the tab- 
ulation giving this year’s estimated out- 
put, earnings per share per annum on 
28 cents metal, the market price of the 
stocks, the percentages of such earnings 


R. ELECTROLYTIC PRICES~C'T'S.PERLB. 


GRAPHIC II | AVER. PRICE OF 20 ACTIVE COPPERS 


1906 1908 |1909 


The reason for the hesitancy on the 
part of the coppers is not far to seek. 
Big and small investors fear the results 
of an ending of the war. There is that 
lurking suspicion that a sudden cessa- 
tion of armament orders would mean a 
collapse in copper prices. The copper 
bulls point to the fact that Germany and 
Austria, together the world’s second 
largest user of copper, are bare of the 
metal, and that there should be a tre- 
mendous post-bellum demand for re- 
placement purposes. Others advance the 
argument that the Allies will release 
enormous tonnages of the metal which 
have been contracted for for military 
purposes as there will be no immediate 
use for it, and as the Allies will be sorely 
in need of money. Whichever is correct 
there can be no doubt but that I have 
stated the chief reason for the sluggish- 
ness on the part of the copper stocks. 





1911 {1912 |1913 |1914 | 1915 


on the quoted market prices, the present 
dividend rates and yield on the quoted 
market prices. 

The fifth column showing the present 
rate of earnings on the market prices as 
printed in the fourth column, epitomizes 
and emphasizes the present extraordinary 
copper situation. The dividend column 
does not include anything in the way of 
extras which these companies are likely 
to declare this year, and hence the last 
column figures what may be termed the 
investment yield. Allowing that 10 per 
cent. is a fair return from a mining 
investment it appears that only a few 
companies have discounted their present 
dividend rates, to say nothing of their 
earnings rates. 


Investment Position of the Coppers 


Summarizing, then, it appears that the 
copper stocks offer for the most part un- 
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usually attractive opportunities in both 
the investment and speculative lines. 
Given another eight months of war and a 
continuation of the present high prices 
and the copper stocks, in the very uature 
of things, must sell considerably higher. 
Hardly any of the copper companies are 
now paying dividends which they could 
not maintain in anything except an utter 
demoralization of the copper market and 
a long continuance of low priced metal. 
Hence their investment position seems 
reasonably sound at the present time and 
their speculative possibilities very bright. 

But both investor and _ speculator 
should not fail to remember that these 
are unusual times. Twenty-eight cent 
metal cannot last indefinitely though even 


a drop of ten cents a pound would not 
materially alter the investment position 
of copper stocks at the prices mentioned 
in the table. So, while the investor may 
place his money in the coppers .with a 
reasonable degree of assurance, he must 
bear in mind that there is a vast differ- 
ence between buying securities whose 
earnings are the result of an unusual and 
uncertain war demand, and securities 
whose large earnings are the result of a 
normal and what might be termed a legit- 
imate trade demand. The copper in- 
vestor should be prepared for the worst 
as well as the best that is likely to obtain 
in the copper business. - At the present 
writing the chances seem all in favor of 
the best. 
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THE FIRST PICTURE OF A BANKING OFFICE 


The cut above is from “Libro di Mercantie,” a book issued in 1496. The author was Giorgio 
Chiarini, a famous Florentine arithmetician of the Fifteenth Century 























Allis-Chalmers’ Rejuvenation 


How War Orders Increased Earnings— Effect of New 
Production and Selling Policies— Are Dividends Se- 


cure ?— The Outlook. 





By A. NEWTON PLUMMER 





NTICIPATION is usually more 
thrilling than realization. Stock- 
holders in companies which re- 

ported huge war business during 1915 
are beginning to appreciate this axiom 
as the annual statements of these cor- 
porations come to hand. Also, the ex- 
travagant predictions of last year are be- 
ginning to lose some of their glamor 
under the cold examination of the actual 
figures of operations and profits. And 
among those concerns who it was 
said had benefitted enormously by war 
contracts is included the Allis-Chalmers 
Manufacturing Co. 

Without belittling the marked im- 
provement shown in 1915 over the pre- 
ceding twelve months, the fact remains 
that Allis-Chalmers’ performance in that 
year was not so good as the advance no- 
tices portrayed it. Most of the war or- 
ders booked by Allis-Chalmers in 1915 
were sub-contracts and this class of war 
business is not so profitable as popular 
imagination pictures it. 

On the other hand it is but fair 
to state that Allis-Chalmers only ac- 
cepted war orders for which it was 
adequately equipped and on which a 
good margin of profit was assured. Un- 
‘ like so many other manufacturers who 
have taken war contracts and have had 
to purchase special machinery the Allis 
company’s war orders were all confined 
to the lines they could handle without ex- 
penditures for new equipment. 

The principal business obtained by 
Allis-Chalmers was the machining of 
shells for the Bethlehem Steel Corpora- 
tion and other steel manufacturers mak- 
ing munitions for the European bellig- 
erents. In addition to this the Russian 
Government placed a moderate sized 
order with the company for tractor 
trucks. This business naturally increas- 
ed the plants’ capacity but it must be 
considered as only temporary. 


The company’s domestic business in 
1915 increased somewhat over the pre- 
vious season and this is of more import- 
ance than the war contracts. Orders for 
big water pumping machinery for a 
number of large western cities were re- 
ceived last year and other domestic lines 
such as cement machinery, steam tur- 
bines and electrical, mining and milling 
machinery, showed a normal gain. 


Current Earnings 


Allis-Chalmers started the current fis- 
cal year with unfilled orders amounting 
to $11,056,584, by far the biggest 
carry-over of business of any year the 
company has experienced. On January 
I, 1915, unfilled orders totaled $2,500,- 
000. In the closing months of last year 
new business obtained was quite heavy, 
the figures being as follows; October, 
$1,595,000; November, $1,605,000; and 
December, $3,650,000, and, we under- 
stand this rate has been maintained dur- 
ing the current year. 





“ Allis” 7000 H. P. Twin Turbines 
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These new orders with what was 
booked in January and February of this 
year, are sufficient to keep its plants op- 
erating at capacity for the next eight 
months. In the last few weeks Allis- 
Chalmers has been gradually working 
up to maximum capacity and if this pace 
can be maintained it is believed net earn- 
ings will be running at the rate of $300,- 
ooo a month by early Spring. 

January and February earnings were 
at the rate of between $20 and $25 a 
share on the preferred and the showing 
in the remaining ten months of the year 
should be even more favorable. 

Officials of the company figure that 
the heavy orders taken in the latter part 


Growth in since 





of 1915 will begin to show large profits 
some time in March and the estimated 
monthly net earnings of $300,000 is 
based on this. 

Another favorable feature in 1915 was 
in the operating end of the business, 
where production costs were materially 
reduced. High cost of production was 
one of the old concern’s weakest points. 
This decrease in operating expenses was 
accomplished by expenditures for new 
construction, the co-ordinating of opera- 
tions, and, particularly, the application 
of strict economies in general.” 

That this policy of shaving price cut- 
ting to a minimum rather than boosting 
gross sales is the best one for Allis- 
Chalmers is indicated by a comparison of 


the 1915 and 1914 years. In the former 
year gross sales were but $1,343,262 
more than in the latter while net profits 
were $1,078,352 against a deficit of $25,- 
068 


So it is apparent that the improvement 
last year was helped more by inside good 
management than by outside war orders. 
And for this stockholders should feel 
highly gratified, for the war will end, 
while a permanent improvement in sell- 
ing and production policies will have a 
lasting effect. 


“ Allis” Products 

Allis-Chalmers is one of the largest 
manufacturers of heavy machinery in this 
country. Every city of any size in the 
United States now uses Allis-Chalmers 
machinery, either for its water or power 
systems. For example its steam power 
units are to be found in every public ser- 
vice power station in Greater New York 
and vicinity. The great high pressure 
water systems which protect lower New 
York from fire were erected by the Allis- 
Chalmers Co. and are considered the 
most effective in the world. 

Apparatus with the Allis-Chalmers 
trade mark can be found the world over. 
It is not generally known that Allis-Chal- 
mers is among the largest flour and saw 
mill manufacturers in the world, as 
shown by the existence of its machinery 
in every civilized country in the world, 
even such countries as Manchuria, 
Korea, Burmah and the South Sea Is- 
lands. Its ability to equip mills in these 
countries, complete with power and elec- 
trical transmission machinery, gives it an 
unique position in this field. 

Besides. the above apparatus it con- 
structs for public service plants Allis- 
Chalmers is a leader in the manufacture 
of modern mining machinery, such as 
electrically operated copper converters, 
rock and ore breakers, and other heavy 
smelting appliances. : 

Among the “ new lines” the Allis 
tractor truck and the rotary tiller are the 
leaders. The tractor truck is suitable 
for heavy field work in a country like 
Russia, as mentioned elsewhere in this 
article. The rotary tiller is a combined 
plow and harrower. It is operated by 
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motor power and is an economical, time 
saving agricultural device. 


A Good Year 


Considering how poor 1914 was the 
change shown in 1915’s earnings was en- 
couraging, despite its failure to come up 
to the rosy reports of huge profits cir- 
culated in the excited period of specula- 
tive imagination on war babies and war 
profits in 1915. From a year with a de- 
ficit of $25,000 to one showing net prof- 


pany to December 3Ist, gross sales were 
$11,127,621 and net profits, $755,125, or 
about 7 per cent. 

One of the gratifying features of earn- 
ings in 1915 was the steady improve- 
ment shown by quarterly periods. The 
first increase in both gross sales and net 
profits was noticeable in the March 
quarter, and this betterment continued 
steadily through the year, as shown in 
Graphic 1. 

Beginning with gross sales of $2,017,- 








West Allis Works of Allis-Chalmers Mfg., Co. at Milwaukee, Wis. 


its of $1,078,352, on gross sales of $11,- 
666,412, was a welcome change and an 
indication that the company is moving in 
the right direction. 

In 1914 total sales were $10,323,150 
and a deficit of $25,068 was shown, de- 
spite the help of “other income” of 
$252,641. In the 1913 year the eight and 
a half months’ report, for the period 
from the formation of the present com- 


712 and net profits of $8,915 in the 
March quarter these figures had grown 
to $3,770,148 and $559,445 respectively 
in the last quarter. The figures for the 
three months period ended December 31, 
were at the rate of 14 per cent. on the 
company’s $15,849,000 preferred, though 
net profits of $1,078,351 for the year 
was equal to but 6.8 per cent. on the 
preferred. 
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Financial Condition 


With current assets of approximately 
$13,000,000 and current liabilities of $1,- 
000,000 the company is in a well forti- 
fied financial position. This means work- 
ing capital of $12,000,000, which 
is equal to around $80 a share on the 
preferred. The company has no floating 
debt or bonds outstanding. Working 
capital is therefore ample to meet all or- 
dinary requirements. 

In connection with Allis-Chalmers’. fi- 
nancial condition it is interesting to note 
that some $4,000,000 of its cash assets 
are invested in gilt-edge securities, in- 
cluding New York Central, Pennsyl- 
vania Railroad, Louisville & Nashville, 
United States Steel and other high class 
bonds. The income on these bonds is 
about $250,000 a year, equal to more 
than one per cent. on the company’s out- 
standing preferred stock. 

The reorganization eliminated all debts 
and placed a large amount of cash in the 
company’s treasury through assessments 
on the old stock and to-day the com- 
pany is in a.strong financial condition. 
Heretofore Allis-Chalmers has made 
very small profits on its regular busi- 
ness, due to et competition. 


Are Dividends Secure? 


There is little doubt that Allis-Chal- 
mers will earn its preferred dividend in 
1916. In fact, should the rate of net 
earnings established in the last quarter 
of 1915 only be maintained the current 
year’s net would be equal to about 14 per 
cent., or 8 per cent. above the required 
amount for the regular preferred dis- 
bursement. If this is accomplished prob- 
ably the accrued dividends, amounting to 
13 per cent., will be substantially re- 
duced. 

An initial preferred dividend of 1% 
per cent. was declared in the December 
quarter and another 1% per cent. on the 
back dividends at the same time. With 
current earnings as good as they are re- 
ported the full six per cent. probably will 
be paid this year. 

Had full dividends been paid on the 
senior issue in 1915 it would have re- 
quired $950,940 while earnings that year 
were only $1,078,352. In 1916 preferred 


dividend requirements will be $990,000 
and in 1917, and thereafter, it will 
amount to $1,555,000 annually. 

Little encouragement can be held out 
for dividend payments for some time on 
the $26,000,000 common stock. 


What of Accrued Dividends? 


Declaration of the regular quarterly 
dividend of 1% for the second quarter 
of 1916 was not accompanied by any dis- 
bursement on accrued dividends, as was 
the declaration in December, 1915. The 
question may therefore arise why the 
policy adopted in the latter part of 1915 
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193 1914 1915 1916 


regarding back dividends was not con- 
tinued, especially in view of the con- 
tinued good earnings of the company. 

But here the question also arises, How 
long can the present rate of earnings be 
maintained? There are many things in 
connection with this which have a bear- 
ing on the answer and may explain why 
the directors adopted the conservative 
course they did in not paying any more 
on accrued dividends. 
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It is well known in industrial circles 
that the labor situation may become a 
grave one this spring. No company 
knows how or when it may be affected 
by this somewhat artificial unrest in the 
industrial world. It is interesting to 
mention here that the Steel Corporation, 
with the most liberal wage scale possible 
in a concern of its magnitude has lately 
been forced to increase that wage scale 
to avert labor troubles which it could not 
afford at any cost. Therefore, other cor- 
porations, no matter how liberally their 
employes may be paid, are not immune 
from the call of the labor agitator. 

The omission of payments on the out- 
standing preferred dividends was dic- 
tated by sound business judgment and 
with a view of conserving the company’s 
assets, at least until the future becomes 
sufficiently clear so that the directors can 
again take their bearings and act accord- 


ingly. 
Position of Stocks 


How long can the present rate of 
earnings be maintained? Will war or- 
ders continue? Can domestic business 
be increased? How much will be earn- 
ed on the preferred in 1916? What will 
be done regarding paying off accrued 
dividends ? 


The answers to these questions would 
furnish the key to the stock market pos 
sibilities of the Allis-Chalmers stocks. In 
the last few weeks both preferred and 
common have declined from their high 
prices in the middle of January, for in 
that month the preferred sold at 83 and 
the junior issue at 3134. From that 
level they recently moved down to 
around 77 and 25 respectively. At its 
present price the preferred yields about 
7.8 per cent. Graphic 2 gives the range 
of both issues from 1913, the year of the 
reorganization. 

With a fair probability that earnings 
will increase as the year continues, the 
preferred is seemingly in a position 
where it might show some improvement 
if the general market turns bullish. And 
the additional consideration that some- 
thing may be paid on back dividends en- 
hances the speculative possibilities of the 
preferred. For these reasons the pre- 
ferred is likely to sell higher in the not 
distant future. 

The common appears to be selling too 
high at its present price for it is still a 
long way from receiving any dividends 
even should this year’s earnings be all 
they are predicted. Therefore the junior 
stock must be rated as a risky specula- 
tion. 








George W. Perkins’ View 


When speaking, a few days ago, of the true relation be- 
tween capital and labor, George W. Perkins said that his 
experience had been—and his experience is also that of his 
associates in the management of the United States Steel Cor- 
poration—that intelligent labor does not begrudge capital 
a fair, even generous, return in interest or dividends; but 
when labor does not know whether the return is fair, gener- 
ous or exorbitant, it is natural for labor to suspect that it is 
exorbitant, and in that case it is sure to make demand for its 
proportionate share in the prosperity of the company.— 


“ Holland.” 


A 











The Charge That 
Wall Street Made 


(With apologies to the shade of Tennyson) 





By WELSH LEE 





Twenty points, thirty points, 
Forty points higher! 
What feared the lambs new-born, 
Playing with fire? 
Boldly they bought and well, 
Why should they seek to sell? 
Who could the limits tell 
Of the new flyer? 


Upward the war stock sped. 
Who had the contract read? 
None; but the rumor spread, 
Millions it numbered. 
No time to reason why, 
Theirs but to buy and buy, 
‘Fore it should touch the sky. 
Had not “babe” Bethlehem 
Gone to six hundred? 


Brisk and more brisk their bids, 
High rose their “ pyramids,” 
Fortunes by millions 
Mentally mounting; 
When at the top it swayed 
Was there a man dismayed? 
Who but a fool had said 


“Chickens you're counting ”? 


Suddenly flashed the wire: 
“ Company’s plant afire.” 
O, the wild rush they made! 
Striving to close the trade 
Ere they were plundered. 
Right through their stops it broke, 
Margins? Gone up in smoke; 
Shoestrings—nay fortunes 
Reeled from the ticker-stroke 
Shattered and sundered. 
O, for the profits they 
Had at three hundred! 


Seemed it the ticker cried: 
“Fools from their cash divide.” 
When greed rides judgment 
Can it be wondered? 
Money to right of them, 
Money to left of them, 
Money all round them 
Scattered and sundered. 
Was there a lamb unshorn? 
None—ends my tale forlorn. 


Gone the last hundred! 

















International Mercantile Marine 


Prospects for Settlement of Receivership Contest—Enor- 
mous Earnings of Company—Why its Stocks Have 


Not Sold Higher 





By WALTER McNAUGHTON 





N its dual aspect of a highly solvent 
company and a “patient” in the 
courts under the watchful eye of a 

receiver physician, International Mer- 
cantile Marine presents one of the most 
peculiar developments in the history of 
modern corporate affairs. Probably not 
a case could be found within the era of 
big corporations that would parallel this 
one. 

The antecedents of the situation now 
obtaining with respect to this big steam- 
ship combine, formed by Morgan and 
others in 1902, are too well known to 
make necessary a re-telling or even a 
recapitulation. Extensive analyses of, 
and varied comment on, practically every 
phase of the case as it has unfolded it- 
self from the time of the technical de- 
fault on the 4% per cent. bond interest 
in October, 1914, have been made broad- 
cast so that no one who reads is a stran- 
ger to the case. 

The questions now uppermost in the 
minds of all who have followed this in- 
teresting case is, “ what is going to come 
out of it all? Will there be a prolonged 
struggle in the courts on the part of 
the three contending committees, or will 
it be avoided and a reorganization plan 
adopted that will be mutually satisfac- 
tory?” 

Up to a very few weeks ago there was 
every prospect that an agreement would 
be reached between the three committees. 
But this prospect suddenly vanished. The 
committee for the common stockholders 
known as the Platten Committee, refused 
to accept the plan of reorganization pre- 
pared by the Wallace Committee in be- 
half of the preferred stock interests, and 
the culminating situation had every ap- 
pearance of a deadlock. Interests in 
close touch, however, asserted then as 
now that a deadlock is seeming rather 
than in actual. It is their belief that 


matters will be adjusted along the lines 
of a voluntarily adopted plan and with- 
out the necessity ‘of inviting court inter- 
vention. 

Compromise or Fight? 

Such a voluntary settlement would pat- 
ently be for the preservation of the best 
interests of all involved. It would, for 
one thing, eliminate the element of bit- 








Launching of White Star Liner “ Olympic” 


terness that would naturally creep in if 
it became a contest in the courts. The 
interests of the common stockholders 
would also fare better, in that the con- 
cessions voluntarily made by the pre- 
ferred stock spell a greater equity for 
the common stock, for the preferred 
stockholders are indubitably entitled to 
certain well defined rights in the deter- 
mination of the value of their security, 
which they would fully insist upon in a 
legal fight, but which they are willing to 
compromise on in a voluntary settlement. 
In other words, the preferred stockhold- 
ers’ committee stands ready even now 
to make certain concessions as the price 
for maintaining inter-committee peace 
and adjustment by arbitration. 

That the three committees will again 
resume negotiations looking towards the 
adoption of a reorganization plan, is not 
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at all impossible even at this late day. In 
fact, it is nearer a probability to-day 
than it was two weeks ago. Failing this, 
however, what will be the likely develop- 
ment? 

The common stockholders’ committee 
has already given notice that it will op- 
pose the efforts of the bondholders to 
obtain a decree of foreclosure. Its posi- 
tion is that the company is solvent and 
that therefore the receivership should be 
lifted forthwith and the property re- 
turned to the stockholders unchanged. 
The application of the bondholders for a 
court hearing on the foreclosure, after 


made in October, 1914, and continued 
after the first of April, 1915, was jus- 
tifiable, a decree of foreclosure would 
be handed down and date set for the sale 
of the property. 


Situation in a Nutshell 


The preferred stockholders will then 
undoubtedly bid in the properties unless 
the common stockholders are willing to 
pay a higher price than the preferred 
or something in excess of $167,000,000. 
This situation and its possibilities is put 
in a nutshell by a member of the pre- 
ferred stockholders’ committee, who, in 
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many postponements, now stands on the 
slate of March 20. Whether another 
postponement will be asked for remains 
to be seen. 

As a preliminary move to this hearing 
in prospect, the Platten Committee would 


undoubtedly call upon the New Jersey 


receiver of the company, Chauncey G. 
Parker, to defend the foreclosure on be- 
half of the stockholders, and a petition 
to this end is believed to have been al- 
ready prepared. The New Jersey re- 
ceiver, it might be pointed out, is the 
receiver for the corporation, as distinct 
from the operating receiver, P. A. S. 
Franklin. 

If the court should decide that the 
bringing of the receivership was war- 
ranted, in other words, that the default 
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speaking of the possible success of the 
common stockholders in having the fore- 
closure petition dismissed and the prop- 
erty turned back to the stockholders, said 
in part: 

“If they are successful it would 
please me greatly as a preferred 
stockholder, for it would mean that 
I would have all of my 6 per cent. 
preferred stock,and on April 1,next, 
80 per cent. of back dividends due 
me, which with the present large 
earnings could very soon be paid. 

“If the common stockholders do 
not succeed in having the receiver 
discharged and the company given- 
over to the stockholders, then it 
must go to sale and the preferred 
committee will bid it in, unless the 
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common are willing to pay more 
than $167,000,000 for the company. 
If the common stockholders do pay 
$167,000,000 for the property at the 
sale, the preferred stockholders will 
be paid in full the face value of the 
preferred stock and 80 per cent. of 
back dividends, and will no doubt be 
content. 

“If the common stockholders do 
not buy the property the preferred 
undoubtedly will, and in the reorga- 
nization the common shareholders 
will then be wiped out. It seems to 
me the preferred shareholders have 
everything to gain and nothing to 
lose, and per contra—the common 
stockholders nothing to gain and 
everything to lose.” 


This statement expresses the situation 
exactly. Also, there is no doubt but 
what it is responsible for the belief in 
some well-informed quarters that the 
reorganization of International Mercan- 
tile Marine Company will not come to an 
open issue in the courts. It is regarded 
by these as a losing fight for the com- 
mon stock interests, even if the latter 
should win out in their petition for the 
discharge of the receiver, for with the 
company returned to the stockholders in 
unchanged form, the preferred stock 
would insist on its full rights after the 
payment of the accrued interest on the 
bonds. 


What the Preferred Plan Provided 


The reorganization plan of the bond- 
holders put forth last August, it will be 
recalled, provided for the formation of a 
new company to acquire the ships and 
securities pledged under the 4% per cent. 
and § per cent. bonds, the raising of $2,- 
539.967 of cash by a $2.50 assessment 
per share on the common and preferred 
stocks, a reduction of capitalization by 
something over $86,000,000 and of in- 
terest charges by a round million and 
a quarter, and preferred dividend re- 
quirements by $699,000. This plan was 
not acceptable to the preferred interests, 
although the assessment feature was 
waived later. Following this, the present 
Wallace Committee was formed and it in 
turn produced and submitted its own 


plan of reorganization. This plan was 
never made public and its provisions 
have become known only in a general 
and vague sort of way, but along broad 
lines it provided for the retirement of the 
$76,000,000 of bonds, by the issuance 
of $35,000,000 of new long-termed 
bonds, $25,000,000 of 5-year notes, by 
the release of $15,000,000 from the com- 
pany treasury and the raising of $5,000,- 
ooo through an assessment on the com- 
mon. This would have provided $8o,- 
000,000 in cash and new securities to 
take care of the outstanding bonds and 
interest. The preferred stock under this 
plan was to receive a share for share ex- 
change into new common stock, while 
the old common stock was to be scaled 
down 75 per cent. The accrued divi- 
dends on the preferred amounting to 80 
per cent. as of April 1, next, were to be 
met, it is understood, with a form of 
participation certificate entitling holders 
to participate in the distribution of ad- 
ditional common stock as fast as the 
5-year notes could be paid off. It was 
thought to do this latter within three 
years’ time. 

This plan, it is learned, was consider- 
ably modified towards the end of the ne- 
gotiations with the Platten Committee 
and one of the changes is said to have in- 
volved the elimination of the assessment. 


I. M. M.’s Earning Capacity 


International Mercantile Marine itself ; 
as an ocean transportation plant has in- 
creased tremendously in value.since the 
valuation of roughly $170,000,000 ac- 
corded it in the balance sheet of Decem- 
ber 31, 1913, which is the latest available. 
Since that date there has been a heavy 
appreciation in the value of its ships, 
owing to the worldwide shortage in deep- 
sea merchant tonnage. By some marine 
experts this appreciation is placed at 
from 100 per cent. to 250 per cent., ac- 
cording to vessel types. In the case of 
the International Mercantile Marine, 
there must be added to this appreciation, 
the value of the ships purchased from 
the Pacific Mail Steamship Co. An esti- 
mate therefore, of the value of Mercan- 
tile Marine’s property at the present time 
of $350,000,000 to $400,000,000, would 
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not be far off. The value of the com- 
pany’s investments have also responded 
to the upward trend of the past year and 
a half, while the company’s cash position 
is currently estimated at between $36,- 
000,000 and $41,000,000, compared with 
less than $5,000,000 in 1914. 

The earnings of the company are at 
unprecedented levels. For the year ended 
December 31, 1915, a full 12 months 
under the highest rates that have ever 
obtained on ocean freight, Mercantile 
Marine is estimated to have earned net 
after charges and depreciation, about 
$42,000,000. December profits alone ran 
in excess of $5,000,000. Of course, all 
of this does not accrue to the benefit of 
the company, some 75 per cent. of it is 
subject to the special war tax of 50 per 
cent. imposed by the British government, 
so that only about $26,500,000 will be re- 
tained for corporate purposes. But even 
this total is so far in excess of the net of 
any one previous year, or the average 
annual net since 1902, as to make com- 
parison ridiculous. January profits are 
expected to fall only a little short of De- 
cember net, thus indicating a rate for 
the year on the present basis of freight 
rates of between $55,000,000 and $60,- 
000,000. 


Tremendous Values Piling Up 


Such figures as these show the tre- 
mendous values Mercantile Marine is 
piling up for the holders of its securities. 
Nor will the possible cessation of war 
within the next six or nine months make 
any material difference in the company’s 
revenue account. For it is estimated by 
disinterested steamship experts that the 
current high level of freight rates will 
not be lowered to any great extent, be- 
cause the demand for steamer tonnage 
for the reprovisioning of war-impover- 
ished Europe will continue for two or 
three years after the need for munitions 
of war has ceased. There will also be a 
world-wide disorganization of shipping 
that will have to be contended with, con- 
sequent upon the heavy destruction of 
merchant tonnage, a condition that will 
not be relieved until such tonnage has 
been measurably replaced and old trade 
routes restored. 


In the larger aspects, therefore, Mer- 
cantile Marine stockholders can afford 
to sit back and contemplate their in- 
vestment with composure. This is par- 
ticularly applicable to the preferred. 
Whatever course is followed in connec- 
tion with the reorganization of the com- 
pany—whether the receiver is dismissed 
and the property returned to the stock- 
holders, or whether the property is sold 
under foreclosure and a new company is 
formed, the preferred stock will retain all 
its priority rights, including payment in 
full of back dividends. Any concession 
on this would have to come voluntarily 
from the holders of this stock. 


Outlook for Stockholders 


The potential position- of Mercantile 
Marine is seemingly far from being ac- 
curately reflected in the current market 
valuation accorded the preferred and 
common stock. The bonds of the com- 
pany have come nearer to their actual 
selling value. On the recent rumored 
prospect of their being paid off prin- 
cipal and interest, they sold well towards 
103, while on an alternative proposition 
of being refunded with a new issue plus 
accrued interest in cash, they held stead- 
ily at a level around 98. Only the recent 
uncertainties in the entire situation and 
the prospects of a court fight have caused 
the bonds to sell to near 95. 

The preferred stock with something 
like $26,500,000 of tax-free surplus, 
equivalent to 50 per cent. on the $51,- 
730,971 outstanding, estimated earned 
last year, and the unquestioned right to 
full back dividends of $80 per share, 
plus its par value in any financial re- 
adjustment, should be selling for substan- 
tially more than the present price or 
around 70. The common stock likewise, 
on the prospects of the next two or three 
years, backed by an amply demonstrated 
earning capacity, should sell materially 
higher. The explanation for neither 
stock doing so seems to be that the real 
value’ is being temporarily obscured by 
the fact of the receivership, and the in- 
evitable bickering and issuing of threats 
which mark the pre-reorganization peri- 
ods of all or most receivershipped prop- 
erties. 





























International Paper 


How Efficiency Has Met the Dreaded Canadian Com- 


petition—Company’s Strengthened 


Financial Con- 


dition—Equity Behind the Preferred Stock 


By FRED. L. KURR 





NTERNATIONAL PAPER CO. is 
I a rather shining example of what 

efficient management can accomplish. 
Tne security holders of this company 
should certainly doff their hats to Presi- 
dent Dodge and his aids for what has 
been done in the face of many trying ob- 
stacles. 

Any impartial person will admit that 
the American newspaper industry has 
been subject to manifestly unfair condi- 
tions as a result of legislation in Wash- 


whereas new Canadian mills are con- 
stantly being erected. International 
Paper holds extensive leases of Canadian 
Crown lands and its wood pulp from this 
source is cut off. Of course the company 
has otherlarge supplies available but these 
will not last forever and it is rather the 
belief that International Paper will look 
to Canada for the further development 
of its plants and that the most it will do 
is to maintain its present plant capacity 
in the United States. 








International Paper’s Hudson River Mill at Corinth, N. Y. 


ington and Canada. In the first place 
the small duty on newspaper was remov- 
ed by this government, although there 
were undoubtedly many good reasons 
why that industry was entitled to a cer- 
tain amount of protection. Shortly after 
this was done Canada established a posi- 
tive prohibition against the sending of 
wood pulp into the United States from 
the Crown lands, obviously to encourage 
home industry at the expense of the 
American mills. Thus everything was 
in favor of the Canadian paper mill. 

At the time it was thought that this 
legislation would ultimately spell the 
doom of the news mills in this country. 
As a matter of fact the building of news 
mills in the United States, has ceased 
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In the year just past there were several 
unfavorable factors for International 
Paper. Its export business was seriously 
handicapped by the shortage of ships, the 
exceedingly high freight rates and the 
difficulty of securing space. In the early 
part of the year the prices received for 
paper ruled low but in the latter part 
there was a marked revival in demand 
accompanied, naturally, by better prices. 


1915 Results 


How did the company meet these ob- 
stacles? The answer is efficiency. Rigid 
economy combined with progressive de- 
velopment work has kept down the cost 
of production. Itisonly necessary toglance 
at the last annual report covering the year 
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ended December 31, 1915, to see what 
has been accomplished. It was the best 
showing made by the company in recent 
years. After charging off $1,054,332 for 
depreciation there remained a balance of 
$1,219,515 equal to 5% per cent on the 
common stock. This compares with 
about 5 per cent earned the previous 
year. If nothing had been charged off 
for depreciation the earnings for 1915 
would have been equal to slightly over 
10 per cent on the preferred stock. 


International Paper has had a floating 
debt for so long and it remained station- 
ary for so long that it came to be re- 
garded as more or less of a permanent 
fixture. Last year, however, the com- 
pany made a determined effort to reduce 
this burden, and as a result, notes pay- 


Equity Behind Preferred 


Outstanding bonded debt consists of 
$8,291,000 first mortgage 6 per cent. 
bonds, $4,560,000 consolidated mortgage 
5 per cent. bonds and $2,028,000 divi- 
sional mortgage bonds. Thus the entire 
bonded debt is slightly under $15,000,- 
000, and nearly covered by the net quick 
assets of $12,250,000. The preferred 
stock, it can be seen, therefore, has be- 
hind it as equity almost the entire plants, 
water powers and woodland holdings 
and leases of the company. There is 
$22,406,700 preferred stock outstanding 
and the company values its mill plants 
and water powers alone at $41,766,583. 
Woodlands are valued at $3,026,352 and 
securities of sundry corporations at $10,- 


259,055- 


——————————— 
TABLE I 


INTERNATIONAL PAPER 
Earnings as Shown by the Last Six Annual Reports 


*1914 
8,088,897 
867,649 
2,221,248 
1,083,539 
1,187,709 
447,184 
689,575 
10,941,294 
11,681,869 


*1915 
Net earnings. 
Bond interest 


054,332 

1,219,515 

Preferred dividends. 448,184 
Surplus 771,881 
Previous surplus... . 11,630,869 
P. & L. surplus. . . 12,402,250 


10,395,622 
10,941,298 
* Years ended December 31. + Years ended June 30. 


*1912 
8,288,359 
909,066 


*19138 
2,984,110 
887,597 
2,096,513 
1,102,708 
993,908 
448,134 
545,671 


+1911 +1910 
2,180,775 
1,168,710 


1,017,065 


2,829,293 
1,181,615 
1,197,678 
448,134 448,134 
749,544 568,931 


1,017,065 


7,581,051 
8,099,982 


9,646,078 
10,895,622 








able December 31, 1915, stood at $3,- 
400,000 as compared with $5,450,000 on 
December 31, 1914. Another year of 
such drastic treatment and this long 
present sore spot on the balance sheet 
will have been reduced to insignificant 
proportions. International Paper needs 
a rather large working capital to carry 
on its business. Finished goods, mate- 
rials and supplies on hand December 31, 
1915, were valued at $8,338,753. Cash 
on hand and in banks totaled $980,493 
and accounts and notes receivable $5,- 
082,655. Current liabilities including the 
$3,400,000 notes amounted to about $4,- 
250,000. Deducting this from the cur- 
rent assets and there remains a balance 
of $12,250,000 which equals the net 
quick assets or working capital of the 
company. 


In the past six years close to $10,000,- 
000 surplus earnings have been put back 
into the property, and this is beside the 
amounts spent in current maintenance 
and repairs. Of course, part of this sum 
must be considered as simply taking care 
of the natural depreciation of the plants, 
but the major part has gone to improve 
and develop the property. 

International Paper Company was in- 
corporated in the state of New York 
January 31, 1898, as a consolidation of 
nineteen companies. There are some 44 
manufacturing plants and water powers 
located in New York and the New Eng- 
land states, and the development of 
water and steam power at the various 
mills is close to 250,000 horse power It 
has a production capacity of about 1,200 
tons of ground wood pulp, about 400 














————____—————_—————_____ 
INTERNATIONAL PAPER 
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tons of sulphite pulp and over 1,700 tons 
of paper per day. It is the largest manu- 
facturer of paper in the world. Over 
1,000,000 acres of spruce woodland lo- 
cated in Maine, New Hampshire, Ver- 
mont, New York, Michigan and Canada 
is owned by this company and its sub- 
sidiaries. It has also obtained the con- 
cession from the Canadian Government 
to cut timber on about 3,000,000 acres of 
woodland in the provinces of Quebec 
and New Brunswick. 


Earning Power 


That the company has been conserva- 
tive in its dividend policy in the past sev- 
eral years a glance at Table I will serve 
to indicate. For the six years ended 
December 31, 1915, earnings on the pre- 
ferred stock averaged a little over 5 
per cent. per annum, and this after 
charging off heavily for depreciation in 
the last four years. The results of this 
policy are manifest. The bug-a-boo of 
Canadian competition no longer fright- 
ens. Costs have been cut down and this 
operating efficiency is more than suffi- 
cient to overbalance the natural advan- 
tages of the Canadian mills. The last 
two or three years has seen very severe 
competition in the news print trade. 
Prices often declined to a point where 


they hardly were sufficient to give a rea- 
sonable return on the capital invested in 
mill properties, and as a result several 
concerns found themselves in financial 
difficulties. 


If a company can bear up well under 
unfavorable circumstances it is a marked 
sign of inherent strength. Under the 
trying conditions of the past two years 
International Paper has proved that it 
has a good earning power. Moreover, 
the company is unquestionabiy better 
situated financially than in years. This 
undoubted improvement in the com- 
pany’s status over the past few years has 
hardly been reflected in the market price 
of the preferred= stock. In 1912, for 
example, the lowest point touched by the 
preferred was 45% which is not far 
from the present market price. The 
high in 1912 was 62% and the stock has 
been nowhere near that figure since. 


Position of Stocks 


The fear of Canadian competition has 
acted as a damper on the stock the past 
few years, and it still is a point to be 
considered. Competition from _ this 
source is likely to increase rather than 
diminish. Three years ago Canada was 
shipping less than 500 tons of paper 
into this country per day, while at the 
present time over 1,000 tons is being 
shipped daily. The way International 
Paper has met this competition the past 
two years, however, inclines us to the 





TABLE II 
INTERNATIONAL PAPER 
Dividend Record Since Organization of 


Company 

Pref. Com. Pref. Com. 
IDAB. 2.2500 2 — 1906....... 6 — 
1914....... 2 _— 1905. ...... 6 _ 
BBE. .c000 2 —_ 1904....... 6 _— 
1912....... 2 _ 1908....... 6 _ 
ree 2 _ 1902....... 6 — 
BBD. 2 cece 2 _— 1901....... 6 _ 
., SET 2 _ 1900....... 6 _ 
1908....... 4 _ 1899....... 6 2 
1907....... 6 _ 1898.....:. 4% 1 
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belief that the company will be able to 
take just as good care of it in the future. 

Earning power at the present time ap- 
pears to be sufficient to justify an in- 
crease in the preferred dividend from its 
present rate of 2 per cent., which rate it 
has been paying over since 1908, as 
shown by Table II, to at least 3 per cent. 
or perhaps 4 per cent. It is very pos- 
sible, however, that the management will 
prefer to further reduce the floating debt 
before increasing disbursements to stock- 
holders. On a 2 per cent. basis the yield 
on the money invested at present prices 
is not very great, and it is quite likely 
that the preferred will not go much above 
present levels in the. immediate future. 
As a long pull proposition the stock ap- 
pears quite attractive, however, especially 
when the large equity the stock has be- 
hind it is considered. 


The common stock, on the other hand, 
is in a rather weak position. The pre- 


ferred stock is entitled to 6 per cent. cu- 
mulative dividends and there are at the 
present time 31 per cent. back dividends 
due on the issue. It will be some time,” 
in all likelihood, before the preferred 
will be receiving its 6 per cent. and until 
it does these back dividends will con- 
tinue to accumulate, removing the com- 
mon still further from any possibility of 
sharing inthe profits of the company. 
As shown by the accompanying graphic 
the common stock has shown a steadily 
declining tendency in the past decade 
and there has been little tendency to 
rally. The preferred has also gone 
pretty steadily downward, but is still 
subject to fairly large fluctuations in 
price. Any increase in the earning 
power of the company would of course 
immediately benefit the position of the 
preferred stock whereas it would take 
several years of good earnings to ma- 
terially benefit the common stock. 




















The Great Problem of To-day 


More than anything else in this country we need a better 
understanding between capital and labor. The wage-earner 
must come to see that the problem of increasing production 
and lowering costs is his problem as well as the employer’s. 
An appeal must somehow be made to his spirit, to his cre- 
ative powers, which will enlist his willing co-operation and 
develop his latent capabilities. This is the problem of 
American industry and American employers are begin- 
ning to understand it. We have the highest wage scale in 
the world and we want it to be still higher, but you cannot 
make wages higher by increasing production costs. Higher 
costs and prices simply go around to the rear entrance and 
settle down on the same premises.—Leslie’s W eekly. 
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Investment Digest 





Note—The Investment Digest, Notes on Public Utilities, Oil Notes and Mining Digest con- 


tain condensations of the latest news rdin 
be considered official unless so stated. Neither 


the companies mentioned. 
HE MAGAZINE OF WALL STREET nor the 


The items are not to 


authorities for the various items guarantee them, but they are selected with the utmost care, and 
only from sources which we have every reason to believe are accurate and trustworthy.—Zditor. 





RAILROADS 





Atlantic Coast Line.—January gross was 
$3,075,065, an INCREASE of $431,864 over 
the same month of the preceding year. Net 
after taxes was $937,853, a gain of $263,542 
over January, 1915. Seven months’ gross 
aggregated "$18,483,050, increase of $832,351. 

Atlanta, Birmingham & Atlantic.—For 
six months ended Dec. 31, last INCREASE 
in gross earnings was 14.2%, which is larger 
increase than any other southern road for 
that period. Atlanta, Birmingham carried 
185,132,333 revenue tons one mile contrasted 
with 143,481,852 in same period of 1915. 

Atchison.—Estimated that in January 
road added approximately $900,000 to SUR- 
PLUS after charges and preferred divi- 
dend requiurements. In six months ended 
Dec. 31 last, Atchison earned over $1,000,- 
000 in excess of full 6% dividend on $210,- 
555,000 common outstanding. January sur- 
plus therefore puts excess over common 
dividends for entire year in neighborhood 
of $2,000,000. 

Bessemer & Lake Erie—Plans under 
contemplation provide for the EXPENDI- 
TURE of $4,500,000 for betterments this 
year. One of biggest improvements planned 
is the erection of a new steel bridge over 
Alleghany River above Oakmont. This 
road is a subsidiary of the U. S. Steel Corp. 

Baltimore & Ohio.—January gross IN- 
CREASED $1,958,000 and net was $516,000 
better than corresponding period in 1915. 
Seven months’ gross was $64,484,291 com- 
pared with $53,624,406 in 1915. On basis 
of earnings to date road should earn ap- 
proximately 9% to 91%4% on its stock this 
year compared with 5.49% in 1915. 

Boston & Maine.—Plan for the extension 
of $13,300,000 notes which matured March 
2d, lias been declared OPERATIVE, near- 
ly 99% of the notes having agreed to ex- 
tend. Net income in January, after all 
charges, was about $444,000 better than a 
year ago. Freight revenues were approxi- 
mately $775,000 ahead of those in January, 
1915, and passenger receipts include $10,000. 

Buffalo, Rochester & ete ITE 
uary operating revenue INCREASED 
$321,508 and net income was $163,453 ahead 

Chesapeake & Ohio.—Increase of $941,- 
213 was shown in January gross. SUR- 
PLUS after charges was $358,267 ahead of 
January, 1915. Seven months’ gross in- 
Sansell $5,058,016. 


Chicago & Alton.—Reported to Inter- 
state Commission INCREASE of $155,710 
in January gross and gain of $155,502 in net 
after taxes. 

Chicago & North Western. — January 
GROSS was $6,701,540 against $6,317,467 in 
1915. Net was $1,484,613 compared with 
$1,440,845 same month preceding year. 

Central & Georgia—Operating REV- 
ENUE for January was $1,024,147, an in- 
crease of $21,117. 

Chicago, Rock Island & Pacific._—Decem- 
ber net, after taxes, was $1,729,509, and 
other income $136,571, making TOTAL IN- 
COME $1,866,080, according to Receiver 
Dickinson’s report. Deficit was $438,385. 
Actual results of January operation showed 
deficit of $43,000, against deficit in January 
last year of $146,000. 

Chicago, Milwaukee & St. Paul.—Reports 
for five months ended November 30, 1915, 
TOTAL INCOME of $17,391,566 and sur- 
plus of $9,890,346. Heavy snow storms in 
northwest increased operating expenses 
considerably in January. 

Cincinnati Northern.— Declared DIVI- 
DEND of 3% on capital stock. Last pre- 
views dividend was 11%4%, paid in March, 


Canadian Pacific.—January GROSS was 
$8,588,826 and in 1915 was $6,109,027. Net 
for January, 1916 was $2,090,408 compared 
with $1,140,233 in same month last year. 

Delaware, Lackawanna & Western. — 
EARNED 25.88% on stock in 1915 against 
28.25% in 1914. At annual meeting E. E. 
Loomis was elected a director, succeeding 
F. W. Vanderbilt, retired. 

Erie.—Petitioned Public Service Commis- 
sion for permission TO ISSUE $8,000,000 
general mortgage 4% 50-year convertible 
bonds, and $6,000,000 common capital stock 
for the conversion. Operating revenue for 
quarter ended Dec. 31 last was $16,999,921 
and net income was $4,605,283. For same 
aed in 1914 there was a deficit of $380,- 


Illinois Central. — Current EARNINGS 
indicate that 8% may be shown for the year 
to June 30 next. January gross was $381,- 
345 better than January, 1915. 

—7 Central.— January gross _ IN- 
CREASED $825,773 and net was $563,763 
ahead of same month in preceding year. 
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Kansas City Southern—GROSS earn- 
ings in January totaled $778,445 and net 
$201,187 compared with $788,351 and $217,- 
192 in 1915. 


Lehigh Valley.—_GAINED 17.6% in gross 
and 53.9% in net in January. Seven months’ 
period closed with net operating income 
of $7,372,717, an increase of $1,181,778, or 
19%. 


Louisville & Nashville—January gross 
GAINED almost $1,000,000, while expenses 
increased only $75,000. During first half of 
current fiscal road earned 8%% or at an- 
nual rate of about 17%. It is estimated 
full year will show between 12% and 15%. 


Maine Central—INCREASE of $108,499 
was shown in January gross over preceding 
same month of preceding year and net after 
taxes gained $78,105. 


Minneapolis, St. Paul & Sault Ste. Marie. 
—January GROSS was $1,751,000 compared 
with $1,195,471 in January, 1915. Net after 
taxes was $640,961 compared with $276,876. 


Minneapolis & St. Louis. — Practically 
60% of shareholders have already given 
their ASSENT to readjustment plan, being 
within 15% of amount required to make it 
effective. January gross was $876,224 com- 
pared with $845,162 in January, 1915. 


Missouri, Kansas & Texas. — January 
operative revenue was $2,471,446, decrease 
of $356,345, and DEFICIT for January was 
$596,385. 


Norfolk & Western.—Net after taxes in 
January TOTALED $719,718 compared 
with $796,033 in January, 1915. 


New York Central.—Gross earnings in 
January INCREASED $6,052,018. Net after 
taxes was $7,720,508 compared with $3,085,- 
128 in January, 1915. 


Northern Pacific.— January SURPLUS 
after dividend was $171,798 compared with 
a deficit of $810,857 for same month last 
year, 





New York, New Haven & Hartford.— 
January earnings of $6,003,545 were LARG- 
EST for that month in road’s history, but 
so were expenses and taxes. Net after taxes 


was $1,420,462. 


Pittsburgh, Cincinnati, Chi & St. 
Louis—EARNED 9.38% on 37,595,800 
common stock compared with 2.97% on 
$37,595,661 common previous year. 


Pennsylvania——EARNED 8.49% on cap- 
ital stock in 1915 compared with 6.82% in 
1914. January operating revenue was $22,- 
013,881 compared with $17,056,221 and net 
operating revenue was $4,709,334 compared 
with $1,389,642 in January, 1916. 


Reading.—January GROSS of Philadel- 
phia & Read ding Railway was $5,051,071 
compared with $3,545,459 and net was 
$1,972,732 against $918,228 in January, 1915. 


St. Louis & San Francisco.—Reorganiza- 
tion plan AMENDED to satisfy demands 
of Public Service Commission of Missouri. 


Seaboard Air Line.—January gross IN- 
CREASED $309,448 and net after taxes in- 
creased $235,195 over same month of 1915. 


Southern Pacific.—Operating income for 
first seven months of current fiscal period 
showed GAIN of $7,468,250. 


Southern Railway.—GROSS in January 
was $5,588,022 against $4,653,003 and net 
after taxes was $1,510,719 compared with 
$706,725 in January, 1915. 


Union Pacific—January gross earnings 
EXCEEDED last year’s by over $1,500, 


Vandailia—EARNED 5.29% on $14,613,- 
900 capital stock before sinking fund appro- 
priation, against 1.93% previous year. 


Wabash Railway.— January gross IN- 
CREASED $628,000, or 28.18%, over Jan- 
uary, 1915. In three months since reorgani- 
zation gross of new company has totaled 
$8,640,000 and surplus, over all charges, 


$1,084,599 





INDUSTRIALS 





American Ice.—Natural ice crop on 
Hudson River has been under 10% of 
normal to date and this means greatly IN- 
CREASED earnings for American Ice. 

American Beet Sugar.—Believed com- 
pany is EARNING 20% on its common at 
present and that stock will be restored to 
a regular dividend basis shortly. 

American Can.—Federal Judge Rose, at 
Baltimore, refused to order SIsso SSOLU- 
TION of American Can and practically 
placed company on its good behavior, 
giving government right to get relief 
should Can Co. not observe the right of its 
competitors in the future. 


American Radiator—EARNED 26.32% 
on $8,185,600 common in 1915 against 
25.32% previous year. Surplus for year 
was $845,257, increase of $421,862 over 
preceding 12 months. 


American Locomotive.—Understood com- 
pany is running WELL AHEAD of its 
guaranteed delivery of 10,000 shells per day. 
Expected company will soon be in a posi- 
tion to take other large shell orders and it 
is believed its work so far has been satis- 
factory to foreign buyers. Company re- 
cently secured orders for 32 engines for 
shipment abroad. 
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American Sugar Refining.—By substantial 
ADVANCES in the prices of its carton- 
packed and bag sugars American Sugar is 
laying foundation for wider margin of pro- 
fit on these specialties. This class of its 
business represents about 25% of total 
gross sales. 


American Woolen.—Net profits in 1915 
were $5,160,295, an INCREASE of $2,371,- 
693, or 11.8%, over 1914 and after full pre- 
ferred dividend balance of $2,360,295 was 
equivalent to 11.8% on ,000,000 common. 
There was a deficit of $11,398 in 1914 after 
preferred dividend payments. 


Assets Realization —Reorganization plan 
practically COMPLETED with exception 
of a few minor details. New company pro- 
posed will take over the liquidation of the 
present one and securities of former have 
been underwritten by a syndicate. Under- 
stood new capitalization will be consider- 
ably less than present company’s $10,000,000 
capital. 


Atlantic Gulf & West Indies. —INITIAL 
dividend of $1 per share on the preferred 
was declared and expected company will 
establish $4 annual rate for this year. Last 
year company earned $17.50 per share on 
the preferred. 


American Car & Foundry.—Declared 
regular per | DIVIDEND of 14% on 
preferred and % of 1% on common. 


Aetna Explosives.—EARNINGS are run- 
ning at the rate of $750,000 monthly from 
orders now on books and entire plants are 
no. yet fully underway. 


Booth Fisheries—NET EARNINGS for 
1915 were $1,042,771 against $921,489 in 1914. 
On January 1, 1916 company’s 6% de- 
benture bonds sinking fund showed that 
— par value of these bonds had been 
retired. 


Burns Bros.—Capital of new Burns Bros. 
Ice Corp. is $6,000,000, consisting of $1,250,- 
000 7% first preferred, $1,000,000 7% second 
preferred, both cumulative, and $3,750,000 
common. CONSOLIDATION was formed 
by National Ice Co., Forster-Scott Ice Co., 
Summit & Co. and Steep Rock Ice Co. 


Bethlehem Steel—EARNED between 
$33 and $34 on common in January, or at 
the rate of $414 a share annually. In 1913 
and 1914 the company earned $60 a share 
and in 1915 about $115 a share. Through 
acquisition of Penn. Steel, Bethlehem Corp. 
is now the largest and most important ship- 
building company in the United States. 


Central Leather—EARNED 19.90% on 
the preferred and 10.82% on the common 
in 1915 compared with 14.65% and 6.41% in 
1914. Earnings in last quarter were $2,100,- 


000 for common, or at the rate of over 21% 

r annum. Working capital on Dec. 31 
ast was $58,751,162, an increase of $4,000,- 
000. 


Continental Can.—Declared regular quar- 
terly DIVIDEND of 14% on the common 
and regular quarterly dividend of 14% on 
the preferred. 


Canadian Car & Foundry.—Reported that 
outside of munitions work company’s con- 
~ on hand AGGREGATE over $10,000,- 


Case Threshing Machine.—Declared regu- 
lar quarterly DIVIDEND of 14% on the 


preferred. 


Chandler Motor.—NET PROFITS in 
1915 were $933,217 compared with $231,821 
in 1914 and $42,232 in 1913. 


Chevrolet Motor.—Report for 44% months 
ended Dec. 31, 1915 (company was organi- 
zed in ae showed NET EARNINGS 
of $1,128,590 and net income was $1,653,686, 
equal to 8.26% on $20,000,000 stock. 


Cuban Cane Sugar.—If present sugar 
market continues PROFITS in 1916 are 
estimated at near $20,000,000. Company 
started with $7,000,000 cash capital as of 
Dec. 1, and all expenses paid. 


Corn Products—EARNED 10.62% on 
preferred in 1915 against 7.72% previous 
year. Total income last year was $4,906,375 
against $3,877,696 and surplus after dividend 
was $1,677,023 compared with $810,914. 


Deere & Co.—NET EARNINGS for year 
ended Oct. 31, 1915 were $3,904,957 com- 
pared with $2,802,903 in the preceding year. 
Surplus for dividend was $3,248,023 equal to 
8.59%-for the preferred and 3.26% for com- 
mon. 


Electric Bond & Share—SURPLUS for 
1915 was $622,660, an increase of $184,010. 
Net income of last year was $1,401,085, an 
increase of $264,043. 


Distillers Security—EARNED 1%% on 
stock in January and peg? wt A should be 
larger. Estimated that for the March quar- 
ter ww will earn a balance of 5% for 
its stock. In entire fiscal year to June 30 
last, share balance was but 4.6%. 


Du Pont Powder Works.—Reported 
volume of war orders booked by company 
now AGGREGATES 000,000. om- 
pany earned 94.3% on 854,200 common 
against 13.68% on $29,428,708 common 
previous year. 

Emerson Phonograph.—February busi- 
ness the LARGEST since the company was 
organized, and the first ten days of March 
show a still larger increase. 


Fiske Rubber.—Earnings in 1915 were 
equal to $16.1% on the common. NET 
PROFITS were $1,791,579. 

Goodrich Company, B. F.—GROSS 
SALES for past two months have been 
running at the rate of $65,000,000 annually, 
which is an increase of $10,000,000 or 18% 
over the 1915 figures. 
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International Silver.—Earnings in 1915 
were $487,935 compared with $765,254 in 
1914. DEFICIT for 1915 was $234,985. 


International Nickel —Officials deny 
company is CONTROLLED by German- 
American and that it is shipping nickel to 
Germany. 


International Mercantile Marine.—Re- 
ported net earnings for December estab- 
lished new high record of $5,268,000 or at 
rate of $62,000,000 annually. Outlook for 
reorganization again more ENCOUR- 
AGING. 


International Paper—EARNINGS in 
1915 were equal to 5.44% on the preferred 
stock against 5.07% the preceding year. 
On Dec. 31, company had working capital 
of $10,137, 011, an increase of $1,201,406 from 
that of Dec. 31, 1914. 


International Steam Pump.—Orders 
BOOKED during the ten months ended 
Feb. 29 are reported the largest in the his- 
tory of the company for any similar period, 
not considering munition orders. 


Kresge Co., S. S—Net earnings in 1915 
totaled S31, 293, '219, a GAIN OF 12.4% over 
previous year. 'After aR dividend 
payment there remained $1,167,219, or 
23.34% for the $5,000,000 common. 


Loose-Wiles Biscuit Co.—Net profits in 
1915 were $386,271 and DEFICIT for year 
was $221,507. In 1915, 1914 net profits 
totaled $712,798 and surplus was $13,502. 


Lackawanna Steel—Earned SURPLUS 
of $2,409,020, equal to 6.93% in 1915 com- 
pared with a deficit in 1914 of $1,652,445. 
Gross sales during year just closed totaled 
+ i compared with $16,281,693 in 
{ 


_ May Department Stores.—GAIN in earn- 
ings last year was good and reported larger 
oy those of 1914 when net totaled $1,405,- 


Midvale Steel.—Rumored that, aside from 
its Remington Rifle contract, company’s 
ACTUAL war orders form only 11. 5% of 
its total gross business. 


Mexican Petroleum.—RESUMPTION of 
dividend on preferred stock by quarterly 
payment of 2% payable April 1. Last divi- 
dend paid by company on this issue was in 
October, 1913. 


National Biscuit Co.—PROFITS in year 
ended Jan. 31, 1916 were $4,129,791, equal to 
8.18% on the common compared with 9.52% 
in preceding year. 


National Carbon.—Balance for common 
was EQUAL TO 21.66% in for year ended 
Dec. 31, 1915 compared with 14.13% in 1914. 


National Enameling & Stamping.—SUR- 
PLUS for common was $467,980, equal to 
3.01% in 1915. 


Pacific Mail—NEW FINANCING in 
connection with company not yet definitely 
settled, and it may take the form of an issue 
of bonds or sale of additional stocks to 
present stockholders. 


Peerless Truck & Motor.—Consolidated 
annual statement of Peerless subsidiary 
companies for 1915 showed NET PROFIT 
of $2,555,573, or equal to 22%4%, or $11.25 
per share on Peerless stock. 


Pittsburgh Coal—READJUSTMENT 
plan, which eliminates Pittsburgh Coal Co. 
of N. J. and liquidates back dividends on 
the preferred, made public. 


Pressed Steel Car.—EARNINGS in 1915 
were equal to 10.59% on the preferred and 
3.59% on the common com pared with 7.14% 
on the preferred and .14% on common in 
preceding year. 


Railway Steel Spring—SURPLUS of 
ty ah in 1915 was equal to 3.09% on $13,- 
00,000 common. 


Submarine Boat.—NET EARNINGS of 
Electric Boat for 1915 were $5,662,854 and 
surplus available for dividend $5,165,705, 
— to $6.73 per share on Submarine Boat 
stock. 


Saxon Motor.—SHIPMENTS in Febru- 
ary averaged 100 cars a day and the total 
for the month exceeded 2.500 compared 
with 844 cars shipped in February, 1915. 


Sears-Roebuck.—February sales 
TOTALED $12,126,211 compared with 
$9,601,899, an increase of 26.28%. 


Studebaker.—Earned 27,45% on $30,000,- 
000 common in 1915 compared with 14.23% 
on $27,931,000 common previous year. 
NET SALES for-the year totaled $56,539,- 
006 compared with $43,444,223 in 1914. 


Tobacco Products Corp.—Net earnings 
in 1915 of $431,766 equal to 2,60% on $16,- 
000,000 common. Company PURCHASED 
Schinasi Bros. for $3,300,000 


Union Switch & Signal—NET EARN- 
INGS of $372,640 equivalent to 6.04% on 
stock against 13.52% previous year. 

Underwood Typewriter—SURPLUS for 
dividends in 1915 was $1,336,586, equal to 
29.70% on the preferred and 12% on the 
com., against 14.77% and 4.20% last year. 

U. S. Rubber.—EARNED 10.4% on com- 
mon stock in 1915 compared with 8% in 
1914. Predicted company will earn 20% for 
common this year. 

U. S. Industrial Alcohol—SURPLUS for 
common of $3,987,573 is equal to 32.2% in 
1 - 

S. Steel Corp.—Unfilled tonnage for 
on ot showed INCREASE of 199 
tons, a new high record. On Feb. 29, 1916 
unfilled tonnage was 8,568,966 against 7,- 
-_ aot Jan. 31, 1916 and 4,345, 371 on Feb. 
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TELEGRAPHIC SERVICE TO YEARLY SUBSCRIBERS 


The Magazine of Wall Street has made arran 
rompt replies to their —- may receive 
which will b= sent collect. 


desire 
being cost of the telegram, 


ents by which yearly subscribers who 
4 telegraph—the only expense incurred 
e urge subscribers to use this method 


when they expect to take quick action in the stock market, as one or two days’ delay might re- 


sult in a loss that a telegram would have saved. 


Inter. Harvester 


N. W., Providence, R. I.—International 
Harvester Co., of New Jersey and Inter- 
national Harvester Corporation are two in- 
dependent companies. The old International 
Harvester Co. was split up into these two 
companies, the International Harvester 
Corp., taking over all the foreign business. 
The latter company, therefore, would be 
the one to benefit most by the termination 
of the war. This company has many Euro- 
pean plants as well as domestic plants. Be- 
fore the war it sold as a rule, above 100. 
The International Harvester Corp. for the 
year ended December 3lst, 1913, earned 
12.64% on the common stock. The war re- 
duced earnings to 5.41% for the year ended 
December 3lst, 1914. The stock of this 
company may be considered a fairly attrac- 
tive speculation. 





Nat. Enameling & Stamping 


M. C. B., Chicago, Ill—National Enamel- 
ing & Stamping Co.’s plants are reported 
working at capacity. Orders on hand of 
very large volume, sufficient to keep the 
plants at capacity for some time. It has 
been estimated that orders for war material 
taken by this company total as much as 
$20,000,000. It is not known just how large 
profits the company is making. It has not 
proved itself to be a very good earner in the 
past, having just about been able to main- 
tain its present dividend. 





Crucible Steel 


M. A. C., Atlantic City, N. J.—Crucible 
Steel is earning at the rate of $1,200,000 
net per month, and prospects are that its 
yee will be further increased. This is 
a highly speculative issue, and you should 
have your stock well margined. If your 
margin is not very large, we suggest that 
you put a stop loss order on part of your 
stock, so that in case of a break you can 
protect the balance. 


Guggenheim Exploration 

G. E., Washington, D. C.—Guggenheim 
Exploration still owns the controlling in- 
terest in Yukon Gold. It also has consid- 
erable cash in its treasury. The liquidating 
value of the stock figures out at about 
$27.00 per share. We therefore are of the 
opinion that you would do well to hold 
your stock as the company may liquidate 
shortly. 





Peerless 


M. L. A., Rockville, Conn.—The stock of 
Peerless Motor appears to be selling rather 
low in view of the present earning power of 
the company. This is probably due to the 
fact that its present earnings are considered 
abnormal as the company is getting large 
orders for trucks from the Allies. The 
management, however, expresses confi- 
dence that the company will be able to con- 
tinue a big money maker even if these war 
orders are cut off. It is planning to greatly 
expand its output of pleasure cars. It 
would appear that the company is in a posi- 
tion to start dividends at anytime as it is 
in a strong financial position with over $3,- 
500,000 working capital. The company has 
rather comprehensive development plans, 
however, and for that reason may hold off 
on dividends this year. 





4 Standard Motors 


M. L. B., Meriden, Conn.—Standard 
Motor Construction has recently greatly 
enlarged the capacity of its plants and is 
reported to be handling all the business it 
can. The company has not issued any 
statement of earnings recently, so it is diffi- 
cult to place a value on the stock. It has 
had a considerable decline, however, and 
at present levels we are inclined to con- 
sider it a fair speculation. 





Cramp Shipbuilding 


W. D. Z., Brooklyn, N. Y.—Cramp Ship- 
building for the year ended April 30th, 1916, 
is expected to show earnings of about 25% 
on its stock. For the year ended April 30th, 
1915, 15% was reo and in 1914, 13.90%. 
The present prosperity of this company is 
assured for the next two or three years to 
come as orders have been taken for vessels 
that far ahead. The company for the past 
13 years has not paid any dividends, al- 
though it has always earned a small surplus 
at least. It is, therefore, in very strong fi- 
nancial condition. We consider the stock 
an attractive speculation at present levels. 





Westinghouse 


W. F. C., Syracuse, N, Y.—Westinghouse 
Electric is reporting excellent progress with 
its war orders, and there appears good pos- 
sibilities of its getting additional orders in 
the near future; 1916 earnings, it is esti- 


mated, will be at least $25 per share. 
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c. B. & Q. 


J. S., New York City.—C. B. & Q.’s large 
surplus i is shown up in asset side of the bal- 
ance sheet in various items. It is partly 
represented by investments and securities, 
partly by cash, and partly in the general 
property account. Nearly all of the stock 
of C. & Q. is owned by the Northern 

Pacific — Great Northern. It pays 8% on 
this stock, which is just enough to pay the 
interest on the bonds under which the stock 
is deposited as collateral. C. B. & Q. would 
hardly consider it good business to pur- 
chase their 4% bonds in the market at 88. 
The management probably sees dozens of 
ways in which money can be spent on the 
property to bring back to the company two 
or three times the returns it would get by 
investing in its own bonds. 





U. S. Rubber 


S. F., New York CityU. S. Rubber’s 
earnings the past several months have shown 
considerable improvement. Earnings of its 
subsidiary, the Rubber Goods Manufactur- 
ing Co., are largely responsible for this im- 
provement, although boot and shoe sales 
are reported satisfactory. Estimates of 
earnings for 1915 are that between 8% and 
10% was earned on the common stock. 
Current earnings are reported to be favor- 
able. 





Three Rails 


R. O., Fairchance, Pa.—Erie, Southern 
Railway, and Kansas City Southern, in our 
opinion, all have excellent future prospects, 
and their stocks should ultimately sell 
higher. We are not looking for an immedi- 
ate upward move in the rails, however, be- 
cause of the threatened labor trouble. Once 
this is satisfactorily arranged, these stocks 
should work somewhat higher. 





Lima Locomotive 


H. E., Fulton, N. Y.—Lima Locomotive 
Corporation has $4,000,000 common and 
2,000,000 7% preferred, cumulative from 
May 1, 1915. The par value of the com- 
mon and preferred is $100. The new peo- 
ple who have taken control of the company 
are expected to further expand its business. 
The stock must be regarded as a specula- 
tion, but one which has considerable pos- 
sibilities of returning a profit. The latest 
earnings available are for the eleven months 
ended March 31, 1915, which showed a sur- 
plus over charges of $24,586. This was not 
a bad showing in view of the stagnation in 
the locomotive business during that period. 

On February 17 it was announced that 
the New York Central had placed an order 
for 70 Mikado freight locomotives and 25 
switching engines. Orders on hand are suf- 
ficient to keep the company at capacity for 
three months. 
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Cities Service 


D. E. R., Louisville, 
in our estimation is one of the best pub- 
lic service speculations on the market. The 
company’s earnings are showing steady in- 
creases. We think it will work somewhat 
higher in the near future. 


Ky.—Cities Service 





Amer. Woolen 


D. F. W., Bellefonte, Pa.—American 
Woolen Co. is earning at the rate of $20 
per share per annum on its common stock. 
Very large war orders have been received 
by this company and domestic business is 
also excellent. Practically all the company’s 
mills are operating at full capacity. If the 
war should continue for some time longer 
it would appear that American Woolen 
common should advance. What this com- 
pany will be able to do after the war is over 
is rather uncertain, as competition is bound 
to be severe and the lower tariff might not 
be sufficient protection. 





Cc. & O. 


P. H., Elmira, N. Y.—Chesapeake & Ohio 
is showing remarkably fine earnings and we 
consider it one of the best of the rails. While 
you may have to wait a while longer for 
your dividends, once they are started they 
will undoubtedly be maintained without dif- 
ficulty for a long time. The company is 
putting its surplus earnings back into the 
property at the present time and this is 
bound to ultimately benefit the stock- 
holders. 





Vir.-Carolina Chemical 


M. S. D., Hutchinson, Kan.—We. hesi- 
tate to favor Virginia-Carolina Chemical 
pfd. as a permanent investment. In the 
past the company’s earnings have often 
come perilously near jeopardizing the pre- 
ferred dividend. At present the company 
is very prosperous and the preferred divi- 
dend is safe for some tiie to come. We 
are inclined to the opinion that your switch 
from Corn Products pfd. to Virginia- 
Carolina Chemical pfd. was a good one in 
view of the fact that the Government’s suit 
has not yet been decided. 





Marconi of America 


C. G. G., Brooklyn, N. Y.—Marconi Wire- 
less Co., of America, has $9,402,070 stock 
outstanding, par $5.00. For the year ended 
December 31, 1914, the company’s surplus 
was $149,877, after charging off $122,000 de- 
preciation. The present earning power of 
the company, therefore, would not seem to 
justify the price at which the stock is sell- 
ing. There are possibilities, however, that 
this company may greatly increasé its busi- 
ness and turn out to be a good money 
maker. We consider the stock highly spec- 
ulative. 








PUBLIC UTILITIES 





Edison Electric of Boston 


Why the Company’s Stock Has Not Sold Higher Re- 
cently—Its Rate Reduction Problem—Earnings and 


Outlook 


J 





By FRANK H. McCARTHY 


Statistician 





HE stock of the Edison Electric 
Illuminating Co. of Boston, cur- 
rently quoted around 250, affords 

a rather striking contrast by its stability 
to the fluctuations which have featured 
the price movement of nearly ever sec- 
tion of the security list. Possessing a 
monopoly of the electricity business of 
metropolitan Boston, the natural expec- 
tation is that this stock would advance 
also to a new high, and, certainly, the 
security market of 1915 lent suitable en- 
couragement. Moreover, Edison hither- 
to has conducted itself as a fluctuating 
issue. In the last ten years it has oscil- 
lated from a low of 185 to a high of 300, 
a spread of 115 points. But, in 1915, the 
spread between high and low was only 
29% points from a low of 230 to a high 
of 259%. This high of 259% was re- 


EDISON ELEC. OF BOSTON-P RICE RANGE 


‘05 "06 07 06 "09 “10 "11 ‘12 "13 ‘14 ‘15 








corded in the first quarter of 1915, a 
time of year when, because of untoward 
weather and short days, the consumption 
of electricity is at the highest marks of 
the year. The 1915 low of 230 was 
scored in the second quarter when the 
consumption. of electricity began to 
shrink upon the advent of summer. On 
January I, 1915, the stock was quoted 
at 249 and on January I, 1916, at 247. 
The present quotation is around 248. 

In view of the fact that the price of 
this stock usually works upward in the 
first quarter of the year, its stability in 
1916 around 250 raises several ques- 
tions: Is a rise in the first quarter of 
this year to be omitted? Is 250 the 
natural level for this security? What 
is the prospect for it’s reaching again 
its former record high of 300? Why 
has not a new high been made lately? 


History and Organization 


The Edison Electric Illuminating Co. 
of Boston was incorporated in 1886 un- 
der Massachusetts laws to operate elec- 
tric light and power plants in Boston 
and its environs. Like the Anaconda 
Copper Company, the Edison Electric 
Illuminating Co. thrives on the infusion 
of new blood in the form of newly added 
subsidiaries. In 1908 the company ac- 
quired the Boston Electric Light Co.— 
its first important acquisition. Since 
1908 other companies have been acquired 
from time to time, the importance of 
which would be evident to local inves- 
tors from a perusal of this list: 

Suburban Light and Power Co., Som- 


. erville Electric Light Co., Milton Light 


and Power Co., Dedham Electric Co. 
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Blue Hill Electric Co., Framingham 
Electric Co., Natick Gas and Electric Co., 
Woburn Light, Heat and Power Co., 
Medway Electric Light and Power Co., 
Medfield Electric Light and Power Co., 
Woodville Electric Light and Power Co., 
Boston Consolidated Gas Co., Chelsea 
Gaslight Co., Newton and Watertown 
Gaslight Co., Waltham Gaslight Co., 
Lexington Gas and Electric Co., Hyde 
Park Electric Co., Weston Electric Light 
Co. 


$22,528,000. No better criterion of the 
inherent earning power of this company 
could be suggested than the method of 
financing operation. Capital stock issues 
have been comparatively frequent as 
shown by Table 1. 

Although the Edison Company of 
Boston enjoys a virtual monopoly of its 
kind of business in its territory, it is also 
subject to the restraints and impediments 
of governmental supervision, especially 
in the matter of rates. The public con- 





Massachusetts State Capitol, Beacon Hill, Boston, Electrically Mluminated 


The Boston and Suburban Electric 
Companies (street railways) purchases 
its power from the Edison Co. under a 
long term contract. All the electricity 
business of Boston and the immediate 
vicinity is now controlled by this com- 
pany. 

Capitalization and Dividends 


The capitalization of the company is 
practically all stock. There was out- 
standing as of June 30, 1915,-only $1,- 
410,000 of subsidiary bonds, whereas the 
outstanding capital stock amounts to 





stantly demands reductions in the cost 
of electricity which it consumes. Thus, 
although the total number of customers 
of the Edison Co. might be said to grow 
annually, like a child, being at present 
about three times larger than five years 
ago, the revenue yield per customer as 
measured by gross earnings per customer 
manifest an annual shrinkage. Thus, in 
1908, the gross earnings per customer 
totalled $195, a figure not equalled since, 
whereas in the 1914 fiscal year, this 
figure has been reduced to $112, equal to 
43 per cent. in six years, or about 7 per 
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cent. per annum. This reduction, at the 
instigation of the public authorities, in 
the price of electricty, reflected in the 
shrinkage in the income yield, is the 
primary cause of the tendency of share 
profits to shrink. Operations are eco- 
nomically conducted as shown by the 
fact that -the operating ratio which in 
1905 was 53 per cent. of gross was re- 
duced to 44 per cent. in 1914. 


EDISON ELECTRIC OF BOSTON’S IN- 
CREASES IN CAPITAL STOCK 
TABLE 1 


Year of Increase Amount of Increase 
904 1 


Beer ccccccccccecccccccccescocccees 1,149,500 
BPE cesdeccconccesoetcccccccsecses 
Bee ceccccrtcccessescccesceseccece 1,945,200 
MAR OScedsccedcoscecccescsecccoss 2,600,700 
BeBe cc ccvcccvccccccccegececccccoes 
BORD i ve ccccvcccccccciccccscccccenes 2,148,000 


The company has been a substantial 
and consistent dividend payer. Here is 
the dividend record since 1897: 


dss ceeiiid 1 XE EY 11% 
Sy sceweeaie BE MR acencccasens 11% 
esc bsced DG. ecasausih 11% 
SERED SR WEE 4. oahscs cent 11% 
ERT: SR EE ncawsed even 12% 
RR eepare SR EE ccc cacevess 12% 
i vsakisgussl SE WED vs cedescavce 12% 
ad anoedae Se MN sc kseamenid 12% 
ST nas iieaiel 1 a ciceksiade 12% 
TPs ésccasdeaee 10% 


The company has financed its rapidly 
increasing business without a bond issue, 
and, although these stock increases would 
finally affect the share profits they have 
in the past been normal and in propor- 
tion to the expansion in business, and 
this expansion would produce a propor- 
tionate increase in profit for the shares 
if the price of electricity had remained 
constant or had not been reduced so fast. 

The latest increase was in the early 
part of 1915, when the capital stock was 
increased from $20,480,000 to $22,528,- 
ooo, and the number of shares from 
204,800 to 225,280. This stock was of- 
fered to stockholders at 215 in the ratio 
of one of ten, with liberal allowances 
as to installment payments. 


Current Earnings 


The current fiscal year will end June 
30, 1916. With five months’ results yet 
to be heard from, it is ‘perhaps a little 
early to determine what the full year will 
show. On the basis of seven months’ 
known results, final gross will show a 
normal increase of about 10 per cent. 
over gross earnings of the 1915 fiscal 
year, establishing a new high record. 
This would mean at least $13 for the 
shares including the new shares issued 
in March of 1915. Earnings through- 
out the months of the current fiscal 
year have been increasing perpendicu- 
larly and the best results are now being 
reported. The gross earnings for De- 
ember and January increased over 12 
per cent. over the corresponding months 
of the preceding year. Gross earnings 
for the first seven months of the current 
fiscal year are compiled in Table 3. 


Earning Power 


The Edison Electric Illuminating Co. 
of Boston is a big earner. Its gross 
earnings are increasing at the annual 
rate of about 10 per cent. Its share 
profits are habitually over 10 per cent. 
In several years share profits reached 
as high as $1 5 per share. In the fiscal 
year which ended June 30, 1914, the 
stock showed earnings equal to $13 per 
share. The section served is unusually 
dense in population, and the annual rate 
of increase in population is large. More- 
over, the use of electricity is rapidly 
widening and many new uses are being 
found for it in the home and elsewhere. 
Consequently, the increase in the demand 
for electricity served by the Edison Com- 
pany of Boston arises from two sources, 
namely, the increase in population, and 
the diversification in consumption. Table 
2 illustrates the trend of earnings: 


The Outlook 


The Edison Electric Illuminating Co. 
of Boston enjoys a business which is 
fundamentally sound, very elastic in ex- 
pansiveness, well managed, possessing 
fine credit, and subject to a falling rate 
for its services which cuts down share 
profits. It pays a high rate of dividend 
and its frequent stock issues have yielded 
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EDISON ELECTRIC OF BOSTON 
Leading Statistics—1907-1914 
TABLE 2 
Year Earned Div. Number Gross Per 
June 30 Gross PerShare Paid Customers Customer 
ERE PE Ee re Pe $7,008,288 $13 12 62,194 $112 
as iaik teh i itn nen ese ter Oh tek eae a 6,065,874 14 12 52,447 121 
ES ER pe ee w 5,787,345 15 12 48,246 134 
he at hod oe aeclcirds ic bea Cena ee 5,257,914 15 12 88,321 140 
Se rer eee 4,709,456 13 ll 33,834 140 
Diidccetedwiekaddsemaanbved 4,111,343 12 Il 23,538 174 
hat cbse ks oh wees éebewneene 4,229,239 12 ll 21,719 195 
Sheds dhe deesicddnawebtaenasy 4,020,621 ll 7 ~ # #£ «gers . 


rights. At 250 the stock yields 5 per 
cent. The tendency to cut down the 
price of electricity through governmental 
regulation would seem to be a vital con- 
sideration for the investor. The tendency 
of the times is for constantly increasing 
governmental interference with corporate 
enterprises. It would not be surprising 
therefore to witness further cuts in the 
prices which the company receives for 
electricity with these cuts eventually car- 
ried to the point where the stockholder 
would be obliged to endure a sacrifice of 


income. 
= —- ——— — — —_ _ —— 
GROSS EARNINGS OF EDISON ELEC- 
TRIC OF BOSTON 





TABLE 8 
Month 1915 1914 Increase % Incr. 
TOP voces $582,925 $494,158 $38,767 7.85% 
Aug. .... 524,694 491,881 382,862 6.68 
Sept. .... 578,699 539,524 389,175 7.26 
Se 670,886 611,828 59,007 9.64 
eee 742,160 678,252 68,908 10,24 
_ [ee 845,134 758,508 91,630 12.16 
PRs inet 849,005 757,865 91,640 12.10 

Gross 1915 1914 %Inc 
First 2 months. . . .$1,057,620 $985,990 7.27% 
First 8 months.... 1,686,820 1,525,514 17.26 
First 4 months.... 2,307,156 2,187,848 7.95 
First 5 months.... 3,049,817 2,810,595 8.49 
First 6 months.... 8,894,451 3,564,099 9.27 
First 7 months.... 4,748,456 4,821,464 9.76 








Share profits of $13 per annum and 


- dividends of $12 per annum, serve as 


eyesores to the public which consumes 
the product of utilities which are “ pub- 
lic” and constituted therefore primarily 
to “serve” rather than to “ charge.” It 
is not entirely clear to many as to the 
reason why a utility dealing in electricity, 
enjoying a monopoly under a public 
franchise, should pay a higher rate of 
dividend than, for instance, a high grade 
railroad. How long would the public 
permit the Pennsylvania to pay 12 per 
cent.? It remains a fact, therefore, that 
companies like the Edison of Boston are 
confronted with a constant demand for 
reductions in price, and this is a fact 
for the investor to have uppermost in 
his mind. Should this movement, so 
strikingly in effect be carried to the point 
where dividends must suffer, the present 
price of around 250 would work out over 
a long period of time as much too high. 
This is of course the long range view, 
a view which works out slowly. The 
stock at 250 is not, however, too high 
when compared with the movement 


made in the first quarter of every recent 
year. 














Notes on Public Utilities 





American Power & Light—Gross EARN- 
INGS for year ended December 31, 1915, 
were $1,275,687 against $1,461,580 and net 
ee were $1,011,049 compared with 
$1,074,054. 


American Express—Reported to Inter- 
state Commerce Commission INCREASE 
of $946,057 in November, 1915, operating 
receipt. 


. Arkansas Light & Power—Gross income 
for year ended December 31, 1915, was 
$237,325, an INCREASE of 4.3% over 1914 
year with a decrease in operation of $13,655 
or 9.3% under 1914. Net income of $105,- 
261 in 1915 showed increase of 27.4% and 
surplus of $35,761 increase 172% over the 
same period for 1914. 


Bell Telephone Co., of Canada—Gross 
earnings were $9,634,673 in 1915 compared 
with $9,599,026 in 1914, an INCREASE of 
$35,647. Net earnings also showed a slight 
increase being $2,221,985 against $2,212,617 
preceding year. 


Brooklyn Rapid Transit—In first eight 
months of its current fiscal year companv 
has added nearly $800,000 of NEW BUSI- 
NESS which is within $50,000 of the total 
new gross busines credited to the fiscal 12 
months to June 30th, last. Regular quar- 
terly dividend of 14% was declared. 


Boston Elevated—February gross income 
showed a COMPARATIVE GAIN of $61,- 
009 or 5%. This follows an increase in re- 
ceipts in January of $62,000. 


Commonwealth Edison—Company re- 
ports for year ended December 31, GROSS 
earnings $20,882,327, an increase of $1,822,- 
131; net $6,519,463, an increase of $742,411; 
balance for dividends $4,629,463, an increase 
of $452,411; and surplus after dividends 
$962,353, an increase of $319,953. Earnings 
were equivalent to over 10% on stock. 


Commonwealth Power Railway & Light 
—Report shows gross earnings for January, 
1916, of $1,407,551, an INCREASE of 
13.29%, and net earnings of $752,975, an 
increase of 14.75%. Balance available for 
replacements and dividends on common 
stock amounted to $189,683, an increase of 
25.99%. For the 12 months ended January 
31, 1916, gross earnings were $14,755,302, 
an increase of 5.19%, and net earnings were 
$7,722,204, an increase of 6.08%. Balance 
available for replacements and dividends 
on common stock for the 12 months was 
$1,374,716, an increase of 6.04%. 


Cumberland County Power & Light— 
Company asked authority from Maine Pub- 
lic Service Comission to ISSUE $259,000 
of first and refunding mortgage 5% bonds, 
due Sept. 1, 1942. 


Detroit United Railway—January gross 


of $1,171,585 showed INCREASE of $215,- 
311 and net of $392,550, increase of $133,391. 


Dayton Power & Light—Gross earnings 
for January, 1916, were $138,474, an IN- 
CREASE of $40,772 over gross for the cor- 
responding month in 1915, and net earnings 
were $69,173, an increase of $20,505. Sur- 
plus for the month, after preferred stock 
dividends were deducted, amounted to $38,- 
— as against $21,327, an increase of $17,- 


Duquesne Light—January GROSS <arn- 
ings were $542,214, an increase of $69,424, 
and net after taxes for the month were 
$289,231, an increase of $49,586. For 10 
months ending January 31, 1916, gross earn- 
ings were $4,323,388, an increase of $253,319. 
and net after taxes was $2,143,006, an in- 
crease of $363,538 


El Paso Electric—A quarterly dividend 
of $2.50 per share has been declared on 
common capital stock, payable March 15, 
1916, to stockholders of record at the close 
of business March 3, 1916. 


General Gas & Electric—This company 
shows an INCREASE in gross earnings for 
its subsidiaries for 1915, as compared with 
1914, the aggregate being $227,532, or 10.3%. 
December earnings increased $43,016 on the 
combined properties. Of the earnings of 
1915, 66.2% were from electric light and 
power receipts, 19.9% from gas and 13.9% 
from railway properties. 


Interborough Rapid Transit—January 
statement showed SURPLUS after charges 
of $868,675 against $686,854, and for seven 
months $4,767,828 compared with $4,376,309. 


Louisville Gas & Electric—Commercial 
department during the week ended Febru- 
ary 19 secured CONTRACTS for 163 cus- 
tomers with 89 kilowatts lighting load and 
15-horse power in motors, and took orders 
for wiring 75 already built houses. 


Massachusetts Gas—February gas output 
of Boston Consolidated Gas Company was 
491,890,000 or INCREASE of 9.9%. 


New York State Railways—Company re- 
ports a DECREASE in gross earnings for 
1915 of $330,327, or 4.3%. Total income for 
the same period decreased $175,506, as com- 
pared with the preceding year. At the same 
time interest and other charges against in- 
come increased $33,653, or 2.4%, leaving 
balance available for dividends for the year 
of $1,090,539, a decrease of $209,159, or 
15.9%. 

Northern Ohio Traction & Light—Jan- 
uary, 1916, GROSS earnings were $367,141, 
as against $280,838 for January, 1915, and 
net earnings of $155,536, as against $98,860. 
Net income, after charges and preferred 
stock dividends, for the month was $84,548, 
compared with $33,102. 
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New Orleans Railway & Light—Prelim- 
inary income showed for 1915 GROSS of 
$6,990,228, with net of $2,803,378 and total 
income of $2,754,751. 


Northern States Power—Gross earnings 
for 1915 were $5,125,998, against $4,395,869 
in 1914. Net earnings were $2,870,805, and 
SURPLUS after dividends and interest 
— compared with $437,633 in the year 
before. 


Ottawa Power—SURPLUS EARNINGS 
in 1915 were equal to 7% on the capital 
stock. Gross earnings were $848,824, 
against $873,654 preceding year. 


Pacific Gas & Electric—Reported com- 
pany would TAKE OVER Oro Electric 
Corporation. Gross of latter is around 
$300,000 a year with net close to $200,000 a 
year additional from its subsidiary. 


Philadelphia Company—January GROSS 
of all companies was $2,627,662, an increase 
of $258,692 and net was $1,377,264, increase 
of $200,932. 


Public Service of New Jersey—Reports 
TOTAL INCREASE in business of its 
subsidiaries for January of $327,404, or 
10.4% over January, 1915. Balance of $505,- 
165 was available for amortization dividends 
and surplus, an increase of $69,249. 


Republic Railway & Light—Gross for 


year ended December 31, 1915, was $3,121,- 
297, an INCREASE of $120,012 over pre- 


ceding year, and twelve months surplus was 
$248,245 an increase of $94,723. 


Third Avenue—Statement of earnings for 
January showed net income after all de- 
ductions of $72,708, an INCREASE of $44,- 
575 over same month last year, and for the 
seven months ended January 3lst last the 
amount was $592,368 an increase of $69,905. 


United Light’ & Railways—Combined 
GROSS subsidiaries in January increased 
17% over January, 1915, while combined 
surplus increased 19%. Gross for the four 
months ended January 31st, showed a gain 
of 16% and balance available for dividends 
on common stock of holding company in- 
creased 18%. Earnings for the common 
stock are now running at an annual rate of 
11% on the issue. 


Wisconsin Edison—January operating 
REVENUES were $856,543, an increase of 
13.05% over corresponding period of pre- 
ceding year. Net earnings were $362,101, 
an increase of 15.48%. For 12 months ended 
January 31, 1916, operating revenue 
amounted to $8,758,662, an increase of 1.31% 
over preceding year, and net earnings were 
$3,533,880 an increase of 0.77%. 


West Penn. Power—Incorporated in 
Penn. with CAPITAL of $10,000,000 7% ac- 
cumulated preferred, $10,000,000 common 
stock and $8,500,000 first mortgage 30-year 
bonds. 

















National Transit 


J. D., Youngstown, Ohio. — National 
Transit can be considered a fairly attrac- 
tive speculation at 33. The company has a 
large plant which, it is reported, is operat- 
ing twenty-four hours a day on war orders. 
While it is not known just what profits it 
is making on this business, it is thought in 
well-informed quarters that they will be 
very lucrative. 





North American Co. 


A. R., New York City—North American 
Co. does not earn its 5% dividend with a 
very large margin to spare. In 1914 the 
company showed 6.4% earned on the com- 
mon stock. The North American Co. is a 
holding company, and its income consists 
of dividends and interest received on the 
securities it owns. The subsidiary compan- 
ies are paying to the North American Co. at 
the present time about all that they can 
well afford to pay. 


Public Utility Inquiries 


Montana Power 


J. F., Medical Lake, Wash.—Montana 
Power in 1914 earned 3.34% on its stock, 
and in 1915 3.72%. These earnings would 
hardly appear to justify its present price, 
but it must be remembered that income 
from the St. Paul electrification did not 
start to come in until November, 1915. It 
is estimated that current earnings are at 
the rate of about 5%%. The possibilities 
for future development and expansion of 
Montana Power’s business are excellent, 
and we are of the opinion that the stock 
will ultimately sell higher. At the mo- 
ment, however, it seems to be high enough 
in view of its present earning power. 





Cities Service 
P. E. A., Ann Arbor, Mich.—Cities Serv- 
ice preferred we consider a good public util- 
ity investment. American Power & Light 
Preferred at present prices yields about 7% 
on the investment. Pacific Gas & Electric 
Preferred yields close to 7%. Those are 


good public utility issues. - 
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Philadelphia Company 

Cc. J. D., Elmira, N. Y.—Philadelphia 
Company’s earnings are showing up very 
well, and it is expected that for the fiscal 
year ending March 31, 1916, 12% will be 
earned on the common stock. At present 
rices we consider it an attractive specu- 
ation. The company should have no diffi- 
culty in taking care of the $2,500,000 notes 
due May 1, 1916. A direct obligation of a 
company is any security which is directly 
put out by that company. An example of a 
security which would not be a direct obliga- 
tion is, for instance, the bonds of some con- 
trolled road, which are not guaranteed by 
the holding company. These bonds would 
not be a direct obligation of the holding 
company, and, if the controlled road did 
not prove profitable, the holding company 
would be under no obligation to pay the in- 
terest on the bonds, but could simply de- 
tach the road from its system. 


United Railways of San Francisco 
R. E. B., New York City.—United Rail- 
ways of San Francisco was recently granted 
permission by the California Railroad Com- 
mission to issue $1,800,000 notes, the pro- 
ceeds to be used to retire the notes of the 
Market Street Cable Railway. It is rather 
difficult to say whether you will be given 
an opportunity to get out of your commit- 
ment in United Railways Investment with- 
out a loss. We are inclined to the opinion 
that you will be able to get out even, ul- 
timately, but there is considerable risk in- 
volved in holding this stock. It has been 
rather inactive recently, and we do not look 

for a move in it, in the immediate future. 


Adams Express 


A. R. M., Suffield, Conn—Adams Express 
recently put its stock on a 6% basis. For 
the year ended June 30, 1915, this compan 
earned 8.08% on its stock. In 1914 2.48% 
was earned, in 1913, 8.38%, and in 1912 
15.65%. Current earnings are showing up 
very much better, and the year ended June 
30, 1916, will. undoubtedly make a better 
showing than the previous year. The com- 
pany appears to have solved the problem 
of making money under the reduced rates 
and competition of the parcel post. At 

present prices the stock looks like a fair 
* speculation. 








United Gas & Electric 

F. A. F., Philadelphia, Pa—The United 
Gas & Electric Corporation 6% collateral 
bonds we would hardly consider a conser- 
vative investment, as “ are not a direct 
lien on any property. e regard them in 
the light of a good business man’s invest- 
ment. The interest is earned with a fair 
margin to spare. By “ qualifying directors’ 
shares” is meant, simply, enough shares to 
qualify directors; that would be, one share 
for each director. 


Georgia Railway & Power 


W. A. C., Roxbury, Mass.—Georgia Rail- 
way & Power Co. is showing good earnings, 
and we consider its outlook bright. A 
glance at the balance sheet of the com- 
pany would readily show you why they have 
not been paying the dividend on the first 
preferred stock, although it has been earned 
several times over. The company is not in 
strong financial position, and has a large 
floating debt. . Its present earning power, 
however, is sufficient to wipe out this debt 
within a short time. The management of 
the company is conservative, and they ap- 
parently prefer to hold up the first pre- 
ferred dividends rather than continue to be 
a large borrower of money. 





California Railway 

D. E. S., Louisville, Ky.—California Rail- 
way & Power Co. is a holding company. 
Its income consists of dividends and in- 
terest on securities owned. There is at 
present $2,800,000 of the prior preferred 
stock outstanding. From earning state- 
ments of the subsidiary companies it would 
appear that the dividend on this stock is 
fairly secure. This cannot be regarded as a 
conservative investment stock, but we are 
of the opinion that you would do well to 
hold yours for higher prices than what you 
say are now being offered for it. We are of 
the opinion that the company will event- 
ually be able to retire the stock and pay all 
dividends. 





West Penn Traction 


R. R., Louisville, Ky—West Penn Trac- 
tion and Water Power preferred, we con- 
sider a fairly attractive speculation. This 
company’s earnings are showing good in- 
creases, and it is reasonable to expect that 
the dividend may be restored shortly. The 
company is well managed. 





A. T. & T. 


B. C. J., Henniker, N. H—American Tel- 
ephone & Telegraph in 1915 earned its div- 
idend with about $15,000,000 to spare, and 
this was after making very liberal charges 
for depreciation and renewals. There is no 
question but that the company at present 
is in very prosperous condition. Of course, 
it has the spectre before it of Government 
ownership, and more drastic regulation of 
telephone rates. 





Third Avenue 


W. H:, New York City—Earnings of 
Third Avenue are showing up well, but we 
are of the opinion that the advance the 
stock has had has largely discounted this. 
The company is now paying dividends at 
the rate of 4% per annum. 


























Panorama of Nevada’s Steptoe Smelter at Ely, Nev. 


Life of the Property—An Amortizing Proposition — In- 
vestment Worth of the Stock— Earnings on High 


Priced Copper. 


By BENJ. R. STEELE 





EVADA Consolidated will always 
occupy a position of importance in 
mining history chiefly from the 

fact that it was the first of that large 
group of “ porphyry ” copper companies 
whose advent changed the whole com- 
plexion of the copper mining world. 
Utah Copper was a close second, but 
Nevada was the real pioneer in the han- 
dling of huge tonnages of low grade ore, 
and it was Nevada’s mills which first 
demonstrated beyond all question that 
the “ porphyry ” idea of copper mining 
was not only exceedingly practical but 
profitable when properly conducted. 


New Copper Millionaires 


Just as the organization of the United 
States Steel Corporation in 1900 produc- 
ed a new crop of steel millionaires, so 
the development of the low grade copper 
properties produced a new crop of copper 


millionaires—Hayden, Jackling, Mac- 
Neill, Penrose, Aldrich, Thompson, 
Lewishon and many others. Some were 


wealthy men before they went into this 
new field of development, but others 
were comparatively poor. All of them 
are rated as rich men now, even in these 
times when fortunes in seven figures are 
too common to attract more than passing 
comment. 

The most important thing an investor 
should consider in reference to Nevada 
Consolidated is that it is a short-lived 


property. It has no such ore reserves as 
the Ray, Consolidated, Utah or Chino 
copper companies. In the case of the 
latter the purchaser may disregard the 
question of amortization of his invest- 
ment, since he can count upon dividends 
years after he has ceased to take any 
further interest in mundane affairs. With 
Nevada the matter is different, since 
twenty years is an outside estimate of 
the life of the property. I shall speak 
of the matter of amortization later in 
this article. 


Nevada’s Development 


Nevada Consolidated was incorporat- 
ed in 1904 under the Maine laws, as a 
consolidation of Boston & Nevada Cop- 
per Co. and the White Pine Copper Co. 
About three years were required to con- 
struct the mill and accessory plant, de- 
velop the ore bodies and bring the prop- 
erty into such condition that ore ton- 
nages could be supplied to keep the mill 
in continuous . operation. Production 
started in July, 1908, and in the next 
three months totaled 3,410,000 Ibs. 
Graphic 1 shows how output has climbed 
until it reached what might be called a 
normal basis of approximately 65,000,- 
000 Ibs. in 1912 and 1913. 


Acquiring Cumberland-Ely 


As the 48 claims of the Cumberland- 
Ely copper property adjoined Nevada 
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Consolidated’s claims, and as the former 
property was owned by the interests 
which controlled Nevada Consolidated, 
it was obviously a wise move to consoli- 
date the two properties. This was done 
in 1908, Nevada increasing its capital 
stock 400,000 shares and giving one 
share for three and one-quarter shares 
of Cumberland-Ely, thereby acquiring 
99.88 per cent. of Cumberland-Ely stock. 
By this exchange Nevada acquired also 
a half interest in the Nevada Northern 
Railway Co., which will be a factor of 
importance in the final distribution of as- 
sets. 


NEVADA CONSOL. COPPER 
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Nevada owns the Steptoe Valley 
Smelting & Mining Co., whose smelter 
handles the ores of Nevada and Cumber- 
land-Ely. Including the Cumberland- 
Ely claims Nevada owns 11 claims with 
a total area of 1,379 acres. 

Like Utah Copper, Nevada Consoli- 
dated is an “open pit” mine. That is 
too say, the underlying ore bodies have 
been exposed by removing the capping, 
or over-burden, bodily. This sort of op- 
erations is characteristic of the porphyry 
development and is only feasible where 
ore bodies lie comparatively near the 
surface. The exposed ore is scooped up 
by huge steam shovels and dumped into 
cars which haul it to the smelter. The 
cost of removing the over-burden is al- 
ways an important factor in porphyry 
mining, since it must be carefully esti- 
mated whether the most economical 


course is to remove the capping, or to 
develop by underground mining. Inas- 
much as the work of removing the over- 
burden, or “ stripping,” as it is called, 
is done first, it is hardly fair to charge the 
entire expense of this work to the first 
few years of production. It is therefore 
usually pro-rated over the estimated life 
of a property. 


Controlled by Utah Copper 


In January of 1910 the Utah Copper 
Co., controlled by much the same inter- 
ests which directed Nevada’s affairs, of- 
fered the stockholders of the latter com- 
pany one share of Utah stock for two 
and one-quarter shares of Nevada stock. 
This absorption move was bitterly op- 
posed by certain of Nevada’s large stock- 
holders, headed by James Phillips, Jr., 
then president of Nevada. The opposi- 
tion alleged that the basis of exchange 
was unfavorable to Nevada’s stockhold- 
ers, but the kernel of the objection lay in 
the fact that those opposed to the move 
objected to being “swallowed” by the 
larger company. The contest never 
reached the stage of a proxy fight, and 
as Utah Copper was a heavy stockholder 
in Nevada, the former company succeed- 
ed in obtaining sufficient Nevada stock 
in exchange to obtain control of the lat- 
ter company. Mr. Phillips resigned as 
president and was succeeded by S. W. 
Eccles. Up to January 1, 1915, Utah 
had obtained $5,002,500 par value, or 
slightly in excess of 50 per cent. of 
Nevada’s stock. . 

Control of Nevada by Utah naturally 
put a quietus on the speculative value of 
Nevada Consolidated. Speaking to the 
writer an influential director said at the 
time of the exchange of stock: “ Inas- 
much as Nevada is now controlled by 
Utah I think yow will find that Nevada 
will no longer be a speculative favorite. 
From now on it will sell on an invest- 
ment basis.” His words proved true to 
the letter, as indicated by Graphic 2 
which shows a narrower range of price 
fluctuations in late years. 


Nevada’s Life 


There are two ways of figuring the life 
of a mining property. One is on the 
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basis of official ore tonnages which in- 
clude only ore actually blocked out, and 
the other is on the basis of blocked ore 
plus partially developed and probable 
ore. The former is the more conserva- 
tive method and on that basis Nevada on 
December 31, 1914, the date of the last 
official report on ore reserves, had 41,- 
020,296 tons of recoverable developed 
ore, averaging 1.68 per cent. copper. Al- 
lowing a treatment of 3,000,000 tons per 
annum would give Nevada a life of 
about fourteen years from that date. But 
it is of importance to note that in 1914 
5,500,000 tons of recoverable ore were 
developed, or nearly 3,000,000 more tons 
than actually mined that year. In other 
words, Nevada to date has succeeded in 
increasing its ore reserves to more than 
keep pace with ore removed, and as de- 
velopment work is still going on, it seems 
certain that at least four or five more 
years of ore will be added to the reserves 
before the ore bodies have all been en- 
tirely explored. 

Allowing then, for the sake of con- 
servatism, a life of only sixteen years 
for Nevada, it is apparent that stock 
bought at say-$16 a share will require a 
dollar a year set aside from earnings for 
amortization of the investment. Includ- 
ing the 1915 surplus Nevada Consolidat- 
ed has a total surplus of about $6,000,- 
000, or $3 a share, so that stock bought 
at $16 a share would require $13 set 
aside from earnings during the next 16 
years, or at the rate of $.81 annually. 
Nevada Consolidated’s earnings should 
average at least $2 a share on the aver- 
age for a period of years, so that the 
stockholder should figure on an annual 
earnings return of about $1.19 per share. 
This would mean a yield of about 7% 
per cent. on a market price of $16. Us- 
ually mining investments are expected 
to make an annual return of about 10 
per cent., but in the case of the porphy- 
ries, which are closely akin to manufac- 
turing propositions, a return of between 
7 and 8 per cent. annually is adequate. 

Therefore, Nevada is selling high 
enough at $16 a share as an investment 
and is not likely to appreciate much 
above that figure unless unusual devel- 
opments obtain in the copper trade in 
the immediate future. 


Nevada’s Present Earnings 

At the present time, in company with 
other copper properties, Nevada Con- 
solidated is making undreamed-of earn- 
ings. If copper should remain at 28c. 
a lb. for a year, Nevada would be able 
to show on a 65,000,000 Ib. production 
and an 8c. cost, earnings equal to ap- 
proximately $6.50 a share. If copper 
should remain above 20c. a lb. for a 
year or two both Nevada’s investment 
and speculative position would be mate- 
rially improved. 

The regular quarterly dividend of 
37¥%c. a share recently, was declared, 
and an extra of 12%c. This is at the 
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rate of $2a year. In former good years 
the policy has been to pay $1.50 in quar- 
terly dividend installments and an extra 
dividend of 5o0c. at the end of the year. 
It would appear then that the stockhold- 
ers have good prospects for quarterly 
dividends this year at the rate of $2 per 
annum, with the added prospect of an 
additional extra in the way of a Christ- 
mas present, provided of course, that 
the copper market does not collapse 
meanwhile. 
Position of Stock 

It appears then, regarding Nevada’s 
stock from a long-pull investment per- 
spective, that at $16 a share the issue is 
selling high enough. Long continued 
high prices for copper would materially 
improve both the investment and specu- 
lative position and warrant higher prices 
for the stock. In that event, however, 
there would be several other porphyry 
stocks which would probably present 
greater inducements in both the invest- 
ment and speculative lines. 






































































Burning Oil Tank 


Pure Oil’s 
Outlook 


How War Hurt and Helped— 
Fifty Per Cent. Dividend— 
Prospective Earnings 





By ROBERT S. PIERSON 





N an industry as sensitive to wide 

swings as is the oil business, Pure 

Oil Co.’s performance in 1915 was 

a welcome change from the lean periods 

it has experienced in recent years. And 

its prospects are brighter to-day than at 
any stage of its career. 

Pure Oil touched its low ebb in recent 
times when in 1910 it earned but $1,220,- 
396, or something like 24 per cent. on 
the common stock. From that figure the 
net earnings swung up to $3,612,391, or 
equal to nearly 80 per cent. on the com- 
mon in 1915. And oil experts declare 
that the oil boom has not yet touched its 
highest peak. 

In common with other producing and 
refining concerns, Pure Oil was hit hard 
at the beginning of the European war, 
and in 1914 dividends paid amounted to 
only 10 per cent. compared with the 20 
per cent. paid the preceding year. But 
in 1913 net earnings were $2,186,636. 
against net of $1,763,146 in 1914. One 
of the most serious handicaps Pure 
Oil encountered in 1914 was due directly 
to the war, for its foreign business fell 
far below normal that year, thus reduc- 
ing its income from that source. 

Then came 1915. As if by magic, the 
dark clouds that hung over the oil indus- 
try during the latter part of 1914 and 
early in 1915, were swept away on a 
wave of prosperity that has not yet 
reached its crest, in the opinion of not 
a few authorities. And the year just 
ended was as profitable as 1914 was 
disastrous. Pure Oil’s domestic business 
grew by leaps and bounds last year, 
its foreign trade is all but restored to 


normal, and the outlook is bright. 

The company resumed shipments of 
oil to Copenhagen in April, 1915, when 
two cargoes were dispatched. Since then 
the foreign trade has grown steadily 
and indications are that it will prove 
even more profitable this year than any 
one before the war. It is believed the 
company’s storage tank stations in Hol- 
land and Germany are now showing a 
profit, and that the amount of oil being 
shipped to the other side will be increas- 
ed as the year grows older. 


Earnings in 1915 


Last year was the best one in the his- 
tory of Pure Oil, with net earnings of 
$3,612,390. There is no way of judging 
the company’s gross business as the only 
figure in an income account published by 
the company is the net. A comparison of 
net earnings with former years indicates 
how prosperous was the 1915 season. 
This can be better understood perhaps, 
by a glance at the table showing the con- 
densed balance sheets for recent years 
and net earnings for the same period. 

But even without the gross figures it 
is evident that the company’s wells in 
Pennsylvania, Illinois and Oklahoma, 
and its refineries at Marcus Hook, Pa., 
did an enormous business in 1915 com- 
pared with recent years. Pure Oil’s net 
earnings in 1915 were $731,405 and net 
from other companies controlled by Pure 
Oil totalled $2,880,985, making the ag- 
gregate $3,612,390. In 1914 total net 
was $1,763,146 and in 1913 $2,186,636. 

Doubtless the greatest increase in last 
year’s earnings came from oil which had 
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been produced and stored in the unset- 
tled period immediately following the 
opening of hostilities across the Atlantic, 
for Pure Oil had considerable oil on 
hand when the present boom set in. This 
is best illustrated by a comparison of the 
figures for 1915 and previous years. In 
1915 the net earnings of Pure Oil were 
$731,405, in 1914, $164,542 and in 1913, 
$1,275,481, which was an unusually pros- 
perous season. For the same years pro- 


ing year’s prospects does not appear too 
radical when it is considered that as huge 
as the present consumption of oil is, a 
still further increase in demand seems 
inevitable. And considering the rosy 
predictions of automobile manufacturers 
—that 1915 will witness the introduction 
of over a million new cars—it is not hard 
to believe that the consumption of gaso- 
line will grow proportionately. In 1915 
some 500,000 new cars were sold making 
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portion of the net earnings of other com- 
panies in which Pure Oil has an interest 
were: I915 $2,880,986; 1914, $1,598,604 
and in 1913, $911,155. 


Current Business 


A director of the Pure Oil Co. stated 
to THE MaGazinE OF WALL STREET that 
current earnings are running at a rate 
equal to those of 1915 and indications 
point to even a better year in 1916 than 
last season. The director declared that 
this statement was conservative in view 
of the booming condition in the oil in- 
dustry. 

This director’s prediction of the com- 
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a total of nearly three million cars in use 
in the United States. 

In addition to the demand for auto- 
mobile fuel the other varied uses of gaso- 
line and oils are too numerous to require 
more than a mention here. It is estimat- 
ed there are over two hundred thousand 
motor boats of all kinds in this country. 
Also the almost countless number of 
small power plants of every description 
will consume an enormous amount of 
fuel oil. Cleaners and dyers alone con- 


sume Over 70,000,000 gallons yearly and 

about three billion gallons, or a sixth of 

the total production, is exported. 
Therefore, Pure Oil, in common with 
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other producing and refining companies, 
should show big profits this current 
twelve months. Pure Oil’s favorable rec- 
ord in the past and it’s conservative man- 
agement should make steckholders glad 
they are not in the wildcat class, for 
every boom brings this type of oil con- 
cern into existence. 


Financial Strength 


Pure Oil’s financial status was con- 
siderably strengthened in 1915 as the 


The reduction in bills receivable is an- 
other important item.. This is distin- 
guished from the accounts receivable fig- 
ure, and at the beginning of this year 
bills receivable were $1,826,675 against 
$2,251,157 in 1914, a decrease of $424,- 
482. The reduction in this item is sig- 
nificant for it indicates that probably 
more cash sales were made in the 1915 
year than in any preceding one for sev- 
eral seasons. And the company’s finan- 
cial condition should be further fortified 


PURE OIL CO’S CONDENSED BALANCE SHEETS AND NET EARNINGS—1912-1915 


Assets: 


Investment, leas Geprec.........cccccececcccee 
Domestic working fund................2++e0+. 
BD POIOrc ae cc cnc deccesescceccecoceses 
Accts. receivable, cost, etc... .......ccccccceees 
Reserve for redemption of preferred stock..... 
Foreign working fund..............-.++++e+- 


Liabilities: 


COTE, BORER. 3 wo cece nc scwecccccssaascvcees 
PTO GROTE. occ lope cdtrecccccvcsavececes 
BD POR ie cece cccccvccnccccccscecseqece 
Accounts payable. .......cccccccccccccccccces 


Surplus 








1915 1914 1913 1912 
$5,734,800. $5,379,013 $6,750,595 $6,609,303 
1,664,675 2,144,684 1,063,453 1,143,107 
1,826,675 2,251,157 642,965 443,140 
3,075,918 1,946,571 2,404,293 2,537,516 
180,369 . seeneses --. ‘edeveese 
cvewooee 483,407 mien Seesvece 
$12,482,100 $11,119,070 $11,344,713 $10,733,066 
$4,535,245 $4,535,245 $4,535,245 $4,531,745 
180,000 197,000 481,700 638,700 
284,000 BOUND ol wcccwese 8 — wv evince 
1,182,991 682,845 419,440 51,406 
6,349,864 5,506,480 5,908,328 5,511,215 
$12,482,100 $11,119,070 $11,344,713 $10,783,066 
$3,612,390 $1,768,146 $2,186,636 $1,678,602 


table of balance sheets presented here- 
with, indicates. The assets above liabil- 
ities at the beginning of the 1916 year 
figured $6,349,236 and the assets of Pure 
Oil Co. in other companies was $4,026,- 
O11, or a total of $10,375,876. A year 
ago the assets over liabilities of control- 
led companies stood at $1,556,147. This 
is quite the best position that Pure Oil 
has ever been in since it began business 
twenty-one years ago. 

The balance sheet for 1915 shows the 
cash and accounts receivable item at $3,- 
075,918 against $1,946,571 the preceding 
report. On the. other hand, accounts 
payable went up from $682,845 to $r,- 
132,991. Another interesting item is 
that of preferred stock, which now stands 
at $180,000, $17,000 of the preferred 
having been redeemed out of earnings 
during the year. Preferred stock out- 


standing at the close of 1914 was $197,- 
000, the company having paid off $284,- 
700 from earnings in that twelve months. 
The common stock is the same as the 


previous year, $4,535,425. 


in 1916 by the same selling methods, for 
everything points to a continued strong 
demand for oil and petroleum products. 
That Extra Disbursement 

A company that has just declared a 
50 per cent. dividend, in addition to a 
quarterly disbursement of 6 per cent., 
putting the stock on a 24 per cent. an- 
nual basis, is not an easy one to make 
any definite statement regarding its fu- 
ture course. From present indications 
1916 earnings will be in excess of last 
year’s, which, it if occurs, should make 
possible not only the continuance of the 
24 per cent. rate but might easily 
mean another extra disbursement, or an 
increase in the regular dividend rate. 

However, it is well to remember that 
the 50 per cent. extra dividend was the 
direct result of the settlement of litiga- 
tion with the Carter Oil Co., by which 
the Pure Oil Co. received a large sum of 
money for oil, the value of which was 
the subject of the litigation. Approxi- 
mately $2,260,000 was paid out in the 
50 per cent. extra dividend. 








NN ,,, ,,,,,,,, —————————_——————————————————— 


PURE OIL’S OUTLOOK 


861 





Dividend Prospects 


But asidy from the question of extra 
payments what are the possibilities of 
Pure Oil paying more than 24 per cent. 
annually? That question is probably best 
answered by a study of the accompany- 
ing graphic showing the per cent earned 
and paid on the common stock for a 
series of years. 

In 1915 the company earned 79 per 
cent., or $3,612,390 on $4,535,245 com- 
mon stock—and paid nothing! This 
was because in the latter part of 1914, 
at the outbreak of the European war, the 
oil industry was one of the most unset- 
tled in the world. Prices dropped with 
every tick of the clock, production was 
halted, crude oil stored and the oil busi- 
ness generally demoralized. With good 
business judgment the Pure Oil manage- 
ment stopped dividends altogether in 
1914 and began to conserve the com- 
pany’s assets. 


Then came _ IgI5, 
change for the better. 


with its magic 
Crude oil prices 


began to climb, demand increased, gaso- 


line prices soared and the whole industry 
began to hum. This abrupt change last 
year made it possible. for the company 
to make the record showing it did, when 
net earnings, almost equalled the entire 


issue of common stock outstanding. 

Considering the present general condi- 
tion situation in the oil field and the par- 
ticular condition of Pure Oil it appears 
likely that the present dividend rate can 
be continued for a considerable period, 
and there is a possibility that it may be 
increased some time this year. 


Position of Stock 


The recent strength of Pure Oil stock 
was due largely to the declaration of the 
50 per cent. dividend and, at 20% the 
stock is relatively high, for a $5 par 
issue. In addition to the extra disburse- 
ment, regular dividends were resumed at 
the same time (in the latter part of Feb- 
ruary) when 6 per cent. was declared 
for the quarter, equal to $2.80 per share. 
The high and low since the first of the 
year is 21% and 18% respectively. In 
1915 the high was 19, in December, and 
the low price, 137%, in May. 

However, considering the booming 
condition in the oil trade, it would not be 
unlikely to see Pure Oil move to higher 
levels should the company’s business im- 
prove as greatly as has been predicted. 
For this reason the stock possesses a cer- 
tain speculative attractiveness and may 
show considerable appreciation before 
the year is over. 














Midwest Refining Company 





¢¢9T will be noted that earnings of the 
company have shown a steady 
increase during the year; the 
first quarter’s net being $239,303, the 
last quarter’s $801,840,” said President 
O. H. Shoup, of the Midwest Refining 
Co., in his remarks to stockholders. 
“In December, 1915, the company ac- 
quired an interest in the Greybull Re- 
fining Co., which has just completed a 
3,000-barrel refinery at Greybull, Wyo. 
The Greybull Refining Co. owns and 
leases 1,500 acres of patented oil lands 
adjacent to its refinery. Our company 
also increased its holdings in the Grass 
Creek field, and has acquired vaulable 





leases and contracts controlling the oil 
from about 80% of the Elk Basin field, 
recently brought in, located in north- 
western Wyoming. 

“The company has paid for all the 
property purchased from surplus earn- 
ings, with the exception of $500,000 bor- 
rowing on short time. The Greybull 
refinery is now in full operation, and 
the money borowed for this purpose can 
be repaid out of earnings. 

“Shipments from the refinery during 
the past year were as follows: Gasoline, 
1,036,699 barrels; kerosene, 513,759 bar- 
rels; fuel oil and distillates, 2,436,530 
barrels—total, 3,986,988 barrels.” 





Mining Digest 





Alaska Gold—Unofficially reported Feb- 
ruary ore treated assayed $1.40 per ton, an 
IMPROVEMENT over the $1.37 and $1.36 
for months of January and December. 


Allouez—PRODUCTION in January 
was 490,098 Ibs. of copper compared with 
950,630 Ibs. in December and 10,043,459 Ibs. 
in entire 1915 years. 


American Coal Products—SURPLUS 
in 1915 for parent and subsidiary companies 
was $2,307,236, equal to 21.44% on $10,726,- 
700 common stock against 12.02% preced- 
ing year. Total surplus now $1,007,304. 


American Smelting & Refining—Copper 
refining CAPACITY of company will be 
almost 1,000,000,000 Ibs. a year by midsum- 
mer if contemplated enlargements are com- 
pleted. This will involve heaviest expendi- 
ture in company’s history. 


American Zinc—Actual NET PROFITS 
in 1915 were $5,289,400, or $27 per share, 
based on the four quarterly statements of 
that year. Current earnings continue to 
run at a rate of almost double those of 1915. 


Anaconda—PRODUCED 23,300,000 Ibs. 
of copper in February compared with 23,- 
200,000 in January. Reported Anaconda 


has purchased the Pillot mine, a small but 
rich cenpes and zinc property situated near 


Anaconda’s Emily mine. 


Braden-Kennecott—Engineer who has 
been making inspection of Braden copper 
property, now owned by the Kennecott 
Copper Corp., for New York bankers has 
— ENCOURAGING reports on 

raden. 


Bingham Mines-—-NET INCOME of 
$197,923 was reported for 1915 compared 
with $172,531 previous year. Net gain 
from operations was $95,465, an increase of 
$27,184 over 1914. 


Butte & Superior—EXTRA dividend of 
$10 per share was declared at and also reg- 
ular quarterly dividend of 75 cents. Three 
months ago extra dividend of $7.50 was de- 
clared, six months ago $5 extra, and nine 
months ago $2.50 extra, which was the 
first extra distribution. 


Calumet & Arizona—ABSORBED Supe- 
rior & Pittsburgh Co. by exchange of one 
share of its own stock for 3% shares of Su- 
perior & Pittsburgh or paying $21.50 cash, 
with a $1 bonus for quick delivery, for the 
latter’s stock. Directors declared quarterly 
dividend of $2 per share. 


Calumet & Hecla—Combined PRODUC- 
TION of parent company and its subsidi- 
aries was about 2,500,000 Ibs. smaller in 
January than in December. Lighter pro- 
duction was due to heavy snows making 
it impossible to maintain continuous rock 
shipments. Directors declared quarterly 
dividend of $15 per share. 


Davis-Daly—INCREASE in shipments 
being maintained. Open of the three com- 
partment-shaft to 2,500 ft. level has proved 
a great aid to mining operation at the Colo- 
rado Mine. 


East Butte—PROFITS for three months 
ended September 30, 1915 were $423,930. It 
is expected the quarter ended December 
31st will show earnings of only $300,000. 


Granby Consolidated—With copper sell- 
ing at 28 cents per lb. Granby can EARN at 
the rate of $45 or $50 per share annually. 
Stated that within the next year company 
will be producing at the rate of 35,000,000 
or 40,000,000 pounds of copper annually at 
Anyox. 

Guggenheim Exploration—Stockholders 
will not receive an DIVIDEND on Gug- 
genheim stock before the final payment to 
be made in the dissolution plan according 
to reliable reports. 


Goldfield Consolidated—Actual EARN- 
INGS for January were $59,061 net. Pro- 
duction in January was 31,000 tons. 


Inspiration Copper—For first time since 
it started to produce copper company is 
now in FULL OPERATION, which means 
the mine is producing at the rate of more 
than 120,000,000 Ibs. annually. 


Kennecott Copper—EARNINGS from 
May 27th to December 3lst, 1915, were 
$2.38 per share, or at the rate of $4.08 per 
year. Surplus during that period totaled 
$6,573,797. ¢ 


Mohawk Mining—Predicted 1916 will be 
company’s BANNER YEAR. 


Mass. Consolidated—Earned $1.85 a 
share in 1915. Mining PROFITS totalled 
$185,797 compared with $70,544 in the pre- 
vious year. 


oa Copper—Declared quarterly 
DIVIDEND of 50 cents a share. 

National Zinc—Increased monthly DIVI- 
DEND rate to four cents per share. 


Nevada Consolidated—Directors declared 
quarterly dividend of 37% cents a share, 
12% cents EXTRA. Three months ago 
same disbursements were made. 


Old Dominion—Directors of Old Domin- 
ion Copper Mining and Smelting Co. of 
N. J., the operating company declared quar- 
terly DIVIDEND .of $2.50 a share. Old 
Dominion Co. of Maine, the holding com- 
pany, received quarterly dividend of $2.50 
per share. 


Osceola Consolidated—Net EARNINGS 
for 1915 were $1,610,860 or $16.75 per share. 
This compares with $352,586, or $3.66 per 
share in preceding year. 

Quincy Mining—PRODUCTION in 1915 
was about 22,000,000 Ibs. of copper and 
profits were $1,760,000 or $16 per share. 
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Nevada Consolidated 


M. C. D., Watseka, Ills—Nevada Con- 
solidated does not appear to us to be selling 
at an unduly low price, when its probable 
life is taken into consideration. It must 
be remembered that dividends on a security 
of this kind must not all be considered in- 
come. A good part of the dividend should 
be set aside for the purpose of amortiza- 
tion. At present prices it can be considered 
a fairly attractive mining investment. 


Nipissing 

B. H., Follansbee, West Va.—Nipissing 
is a good speculation at 7. The com- 
pany is paying $1 per share per annum. 
Silver metal appears to be in a very strong 
position and may advance further in price. 
If it does, Nipissing should go considerably 
higher. 


Butte & Superior 


G. B. C., Walled Lake, Mich.—Butte & 
Superior’s regular dividend rate is $3 per 
annum, but earnings have shown such large 
increases because of the advance in the 
price of zinc that several extra dividends 
have been paid. These extra dividends 
brought payments for 1915 up to $18 per 
share. As the company is now earning at 
the rate of about $40 per share it is quite 
likely that as much as $25 will be paid in 
1916. At present prices Butte & Superior 
can be considered an attractive speculative 
investment. If the war should last another 
year it will, in all probability, have a sub- 
stantial advance in price. he next divi- 
dend will be paid March 31. 


Gt. Northern Ore 


W. S. N. S., Pittsburgh, Pa.—Great 
Northern Ore has a very valuable property. 
There is considerable development work to 
be done on it, however, and for that reason 
we do not think the company will adopt a 
very liberal dividend policy for sometime to 
come. We do not look for any extended 
advance in the stock, and we think it is 
selling high enough for the time being. 


East Butte 


H. W. F., Chicago, Ill—East Butte has 
a good property and is steadily increasing 
its production. We see no reason why it 
should not go higher. As you have held it 
so long, we suggest that you keep it a while 
longer in view of the present bright pros- 
pects. It is very possible that this issue 
will be listed on the New York Stock Ex- 
change, although we have heard nothing 
definite to that effect. If it is, it will un- 
doubtedly mean a very active market for it 
and probably advancing prices. 


Anaconda 


A. C., New York City—We regard Ana- 
conda Copper an attractive speculation at 
present prices. We suggest protecting your 
commitment, however, with a three-point 
stop loss order. The German submarine 
controversy and the success of the German 
arms in the vicinity of Verdun is holding 
the market down. 


Canada Copper 


H. B. A., Philadelphia, Pa——Canada Cop- 
per stock can by no means be regarded as 
a safe issue. It is decidedly speculative. It 
is our opinion that the company has pos- 
sibilities, however, and it may prove to be a 
profitable speculation. The company claims 
to have 8,000,000 tons of approved ore, aver- 
aging 1.75% copper with additional prospec- 
tive ore of 2,000,000 tons. The development 
work is energetically pushed, but the man- 
agement states that the proposed 2,000-ton 
concentrator will not be ordered until more 
development work is done. The company 
has an authorized capitalization of $5,000,- 
000 stock, par $5, of which $3,001,000 is is- 
sued. There are $600,000 10-year 6% con- 
vertible debentures. This company is not 
yet a producer and is not getting the ad- 
vantage of the present high prices of cop- 
per. 

’ 


Nipissing 

W. H. B., Kalamazoo, Mich.—The recent 
decline in Nipissing Mines, in our opinion, 
was largely due to the proposed Canadian 
war tax. It is by no means certain that this 
will go through and, if it does, it is not a 
matter of great consequence. This com- 
pany has recently uncovered ore on its 
property which adds materially to its ore 
reserves. Silver metal is in a strong posi- 
tion and may go higher in price, in which 
case the silver stocks should have a good 
advance. 


Cerro de Pasco 


B. A., Easton, Pa.—Cerro de Pasco Mines 
are in the mountains of Peru. The com- 
pany has spent $25,000,000 to develop the 
property. It can produce copper at 6% 
cents a lb. The ores which have been de- 
veloped have assayed from 4% to 15% 
copper . The company is now producing at 
the rate of 72,000,000 Ibs. per annum. It 
is estimated that earnings for 1915 exceeded 
$5,000,000, or equal to $5 a share. Net 
working capital of the corporation is in ex- 
cess of $4,000,000. The stock was recently 
put on a $4 per annum basis. With copper 
at present prices, its earnings are equal to 
about $8 per annum. We consider it a fairly 
attractive speculation. 
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Anglo-American—Believed earnings in 
1915 were LARGEST in company’s history 
although exact figures are not yet available. 
Company derived a large profit through its 
contract to supply the British government 
with petroleum products since the war 
started. Also increased prices abroad has 
meant large profits. 


Associated Oil—Higher prices for petro- 
leum product on Pacific Coast means 
LARGER earnings. Understood company 
has arranged to af oil from Independent 
Producers Agency at 40c a barrel net, al- 
though Associated itself is one of the 
largest producers in California. At begin- 
ning of 1916 year current assets exceeded 
current liabilities by over $5,000,000 of 
— approximately $2,500,00 was cash on 
and. 


Atlantic Petroleum—A Boston banking 
firm is OFFERING 30,000 shares of this 
company’s stock at $10 a share. Authorized 
capital of $1,000,000 of which $300,000 is to 
be issued now. Net earnings on the oil 
alone now being marketed from. the com- 
pany’s wells are equivalent to 16% annually 
on the $300,000 stock, according to the 
bankers. 


California Petroleum—Gross EARN - 
INGS in 1915 were $1,919,010 compared 
with $2,866,249, a decrease of $947,239. Sur- 
plus after charges was $759,144 against 
$1,402,393, a decrease of $643,249. Deficit 
for year was $49,157 while 1914 report 
showed surplus of $212,542. 


Central Petroleum—Understood com- 
any at present is EARNING its dividends 
y a liberal margin owing to the prevailing 

high price of crude oil, Surplus funds are 
being expended in the development of other 
properties, 


Cosden & Some earnings in 


January were in EXCESS of $350,000, or 
at the annual rate of over $4,200,000. This 
is equal to over 130% on common stock. It 
is stated February earnings are running at 
a rate in excess of the January figures. 
Regular 2% quarterly dividend and an extra 
dividend of 5% were declared on common 
stock. 


Gulf Oil Corp.—Total EARNINGS in 
1915 were $10,721,455, compared with $8,- 
450,962, an increase of $2,270,493 and surplus 
of $9,945,322 compared with $8,259,547, an 
increase of $1,685,676. 


Imperial Oil Company—A semi-annual 
DIVIDEND of 4% on the qomonny'e $22,- 
00,000 capital stock was declared. This 
company is the Canadian subsidiary of 
Standard Oil of New Jersey. The preced- 
ing semi-annual dividend was 6% on the 
$11,000,000 stock. Since that declaration 
stock dividend of 100% was distributed, 
bringing capitalization up to its present 
amount. 


Midwest Oil—Rumored negotiations are 
under way for the CONSTRUCTION of 
a pipe line from Wyoming oil fields to 
Omaha, Neb., which would prove advan- 
tageous to Midwest Oil, as it would bring 
up Eastern market for all the oil which 
could be produced in Wyoming. 


Mexican Petroleum—Reported company’s 
new gusher on its Cerro Azul property 
PRODUCED 261,000 bbls. of oil the last 
day before it was closed in. This is almost 
as large as the daily output of California 
and is about 25% of the present daily world 
production. Two 8 inch pipe lines, fully 
equipped with pump stations, have been 
completed to the new property for about 
two years so they would be prepared any 
time it was desired to bring in new wells 
and increase the company’s production. 


Ohio Oil—Understood company now 
EARNING at the rate of about 200% on 
its $15,000,000 capital, and expected forth- 
coming statement for 1915 year will show 
considerable increase in earnings over 1914, 
when net profits after depreciation charges 
were $9,720,374, or almost 65% on the stock. 


Prairie Oil & Gas—Believed company is 
now drawing quite heavily on SURPLUS 
STOCKS in storage indicating that the pro- 
duction is not keeping pace with the extra- 
ordinary demand. 


Prairie Pipe Line—Expect the company’s 
annual statement will show at least $10,000,- 
000 cash on hand. Well informed oil men 
say the proposed reduction rate for pipe 
line company, made in the recent report of 
the Federal Trade Commission, would in- 
jure rather than help independent refiners. 


Savoy Oil—Gross EARNINGS in 1915 
were $120,348 against $175,107 in 1914. De- 
ficit for 1915 was $39,557 compared with 
1914 deficit of $163,492. 


Southwest Penn Pipe Line—Declared 
quarterly DIVIDEND of $3, the rate paid 
since October 1, 1914, when a reduction 
from $5 to $3 was made. 


Standard Oil of California—PUR- 
CHASED Vulcan Oil Co., a property of 100 
acres with ten producing wells, yielding 
about 400 bbis. of light grade oil a day in 
the Lost Hills district of California, for 
$250,000. 


Standard Oil of Indiana—Showed SUR- 
PLUS of $26,793,042 in 1915 year, an in- 
crease of $12,398,376 against previous year. 
The 1915 report indicates earnings were in 
excess of 50% on the stock compared with 
approximately 22% in 1914 and somewhat 
less than 50% in 1913. 


Standard Oil of New Jersey—Company 
has begun CONSTRUCTION of 13 large 
tank steamers to cost $1,000,000 each. Other 
Standard Oil companies are building 36 ad- 
ditional tankers. 
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Wayland Oil & Gas 


T. F., New York City.—Wayland Oil & 
Gas owns leases in West Virginia covering 
22,580 acres of oil and gas land. The com- 
pany has 139 oil and 37 gas producing wells. 
For the year ended December 31, 1915, the 
company earned 7%% on the common 
stock. These earnings, however, were on 
the basis of an average price of $1.70 per 
barrel as against current prices of around 
$2.35. There is outstanding $300,000 6% 
preferred and $1,500,000 common stock, par 
$5. The preferred shares equally with the 
common in dividends after 6% has been 
paid on both. This company has good peo- 
ple behind it and we consider the stock a 
iairly attractive oil speculation. 


Central Petroleum 


M. C. H., Chicago, Ill—There are some 
special conditions in connection with the 
guarantee by the Texas Co. of Central 
Petroleum pfd. The Texas Co. guarantees 
dividends at the rate of 5% per annum for 
a period of ten years, expiring 1923, but this 
guarantee is conditional on the Govern- 
ment’s renewing certain leases of lands in 
the Osage Indian District. Should the 
leases not be renewed on terms as favor- 
able as those now held the Texas Co. re- 
serves the right to reduce their guarantee 
to not less than 3% per annum. The ques- 
tion of renewal of the leases does not come 
up for two years. The Texas Co. owns 
two-thirds of the common stock and no 
dividends can be paid on it until the pre- 
ferred stock is retired, at par. If the pre- 
ferred stock is not retired by 1923, the 
Texas Co. must distribute the holdings of 
common pro rata among the Central Petro- 
leum, pfd. stockholders. 


Sapulpa Refining 


E. W. S., No. Adams, Mass.—Sapulpa 
Refining has $400,000 common stock and 
$298,760 preferred, par $5. There are $200,- 
000 first mortgage bonds. The property 
consists of a modern refinery at Sapulpa, 
Okla., which has a daily capacity of 3,000 
to 4,000 barrels. This seems to be a good 
proposition but the stock has recently had 
a very considerable advance in the market. 


Associated Oil 


A. L., Philadelphia, Pa—Associated Oil 
at present prices we consider a fairly attrac- 
tive speculation. The company does a gen- 
eral business in the acquiring of oil proper- 
ties, producing, manufacturing, refining and 
transportation of oil in California and 
throughout the United States. The com- 
pany owns 36,511 acres of California oil 
fields. There is no definite information as 
to just how good earnings are at present, 
but they are reported to be excellent. Divi- 


Oil : Inquiries 


dents of 4% per annum are being paid, 2% 
in April and 2% in October. In addition, 
an extra dividend of 1% was paid in Octo- 
ber, 1915, and 1% in January, 1916. The 
majority of the capital stock of this com- 
pany is owned by the Southern Pacific. It 
is reported that there is some possibility 
of this company being taken into the new 
oil merger. 


Texas Oil 

M. L. P., Detroit, Mich.—One explanation 
for the recent extensive decline in Texas 
Oil Co. stock, was the 20% increase in 
the outstanding amount to be issued to 
stockholders at par. The issue of new 
stock by corporations always tends to de- 
press the market price, as it increases the 
floating supply. Then, of course, the entire 
market had a downward trend. This stock 
we consider an excellent oil speculation. 


Mexican Petroleum 

W. F. M., Lancaster, Pa—Mexican Petro- 
leum at present levels is an attractive specu- 
lation, although there is considerable ele- 
ment of risk. The high prices for oil con- 
tinue, and we are inclined to the opinion 
that all of the oil stocks will go somewhat 
higher. Mexican Petroleum’s earnings in 
1916 will be very large. The fact that it is 
a non-dividend payer at the present time 
is not against it. 


Pierce Oil 
R. W. W., Fall River, Mass.—Pierce Oil’s 
earnings are showing considerable improve- 
ment and as conditions are improved in 
Mexico this company should increase its 
earnings in the near future from its proper- 
ties down there. We consider the stock of 
this company a fairly attractive speculation 

at present prices for a pull. 


Anglo-American 

P. H., Pittsburgh, Pa.—Anglo-American 
Oil has $973,330 stock outstanding, par 
$5.00. This company is a distributor of oil, 
not a producer. It markets a large part of 
oil and oil products consumed in the United 
Kingdom. The company owns ocean re- 
ceiving stations and upwards of 600 interior 
receiving stations in Great Britain, also a 
fleet of ocean tank steamers. Earnings of 
the company for the two years ended De- 
cember 31, 1914, were in excess of $8,500,- 
000, or at the rate of 44%% a year on the 
stock. Current earnings are said to be run- 
ing far ahead of last year. Anglo-American 
Oil is an English corporation and is, there- 
fore, subject to a British war tax. Until 
the company knows how much this will be, 
it will probably adopt a conservative divi- 
dend policy. The balance sheet as of De- 
cember 31, 1914, shows the company to be 
in a very strong financial position, with sur- 
plus and reserve account of $8,747,995. 
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TOPICS FOR TRADERS 


Imagination and the « War Brides” 


How Some _ Traders 


Harvests—When Folly 


Result Will Be 


with Imagination Reaped Big 


Eventual 


Paid—What the 





By H. H. LAKE 





ECALL the story of the simple- 
minded stable boy who quickly 
located and brought back the 

strayed horse that no one else could 
find. Upon being questioned as to how 
he did it he made answer thus: 

“T jest thought to myself what would 
I do and where would I go if I was a 
hoss an’ got loose this mawnin,’ an’ I 
went thare, an’ thare he was!” 

Pure imagination could not have done 
this, but imagination assisted by an ac- 
curate knowledge of the habits of a 
horse had accomplished it. How many 
of us could put ourselves in the place 
of the horse? 


A Vivid Conception 


More than a year ago a trader, noted 
for his brilliant and powerful imagery, 
advanced the startling theory that the 
cleverest of the big English traders 
would consolidate, as they could obtain 
the co-operation of every patriotic Brit- 
ish financier, and even some who were 
not so patriotic, to form a huge syndicate 
with almost limitless funds, having a 
double purpose, or perhaps I should say 
a multiple purpose, i. e., to secure ade- 
quate representation on the boards of 
our big steel and other manufacturing 
companies, by buying quietly but enor- 
mously of certain issues under cover 
of an avalanche of selling orders in 
other issues, thus securing the carrying 
out of the contracts which they would 
have to make, until they had actually 
produced a scarcity of the stock on this 
side. 

An added incentive to their patriotism, 
and a spur to their desire for protection, 


was the practical certainty that by tak- 
ing such concerted action they could 
make an enormous profit, thus recover- 
ing from America through the rise in 
value of their stock purchases, part of 
the profits they would have to pay to the 
makers of munitions and necessities of 
war. The actual orders would be held 
up and finally allotted to the companies 
with which the syndicate had been most 
successful in securing both representa- 
tion and stock, thus insuring the war 
profits to the companies in which they 
became stockholders. Thus might the 
humble trader serve his country in time 
of war. 

It was assumed of course, that the 
real patriots would in accordance with 
the terms of the consolidation, merge 
their profits into a war fund which would 
be placed where it would do the most 
good. 

Beautiful scheme! As to whether this 
really happened, and whether the tre- 
mendous rise in the war brides was in 
part thus accounted for, I leave to you— 
your guess is as good as mine. 


What He Actually Did 


However, our little man backed up 
his conception (perhaps some of it was 
information) by making his selections 
for commitments on the assumption that 
this would happen. What did he do? 
A very little information about the then 
existing plants, plant capacities, nature 
of their products and equipment indi- 
cated the purchase of Bethlehem Steel, 
Crucible Steel, etc., etc., etc. Im fact, he 
had picked out the latter issue and was 
buying it long before it was listed on 


(866) 








IMAGINATION AND THE “WAR BRIDES” 


867 





the New York Exchange, and before 
the general public had heard of its ex- 
istence on the Pittsburgh board, and the 
selection was made on no other indica- 
tion or information than that the com- 
pany was equipped and most likely to 
undertake the manufacture of war sup- 
plies. Price, around $12 a share! 


The Opportunity in Alcohol 


Another trader had some knowledge 
of chemistry and had been interested in 
the chemical problems involved in the 
manufacture of smokeless powder. I re- 
call his explaining in great detail to 
bored listeners that cotton was the basis 
of nearly all modern powders ; that while 
cotton was not absolutely indispensable, 
alcohol and ether were a sine qua non, 
and were used in large quantities. Cot- 
ton he eliminated as a medium ; too much 
of it and too easily produced ; too great 
a supply. But the supply of alcohol and 
ether has always been comparatively 
limited, being expensive and difficult of 
manufacture. So he went in to the ex- 
tent of his available resources, and then 
borrowed money, to buy U. S. Ind. Al- 
cohol, General Chemical, and one or two 
other chemical stocks, and his convic- 
tions were firm that whether the conflict 
remained abroad or involved this coun- 
try in any event these companies would 
make a great deal more money than in 
ordinary times. A simple enough train 
of thought—an easy logical line of rea- 
soning, you will agree; but the point I 
am making is, that without his little 
knowledge of the formula his imagin- 
ation would never have been able to re- 
veal the inevitably approaching greatly 
increased demand for the products of 
these companies, and without this guide 
he would have lacked the certainty which 
makes for success. 


Shipping’s Golden Days 


A friend in the employ of a large oil 
company discovered that his company 
was refusing to quote on oil, and had 
stopped all their salesmen from taking 
orders, as they were not using their 
line of steamers to bring up any more 
oil from their Gulf properties, but had 
re-chartered them all as freight carriers, 


the rates received making it much more 
profitable to do this than to carry and 
sell oil. He figured that all kinds of 
shipping would make enormous profits, 
any old kind of a bottom being in impera- 
tive and necessitous demand. The con- 
nection was plain, and in casting over 
the list International Mercantile Marine 
stood out. It would have a virtual mo- 
nopoly. True, there might not be as 
many people travelling, but freight pays 
more than passengers. Then Imagina- 
tion assisted by Memory got to work. 
He saw the mighty British navy with 
her thousands of scouts and patrols, Mis- 
tress of the North Sea and all the other 
seas. Already she had bottled the Ger- 
man ships, and as we have none of our 
own to speak of, it was plain that the 
despised International Mercantile Marine 
would come into its own. He simply 
realized in time what this control meant 
and all that was necessary was to com- 
bine a little knowledge of shipping 
charges and rates with the fact that Brit- 
annia had accomplished for some time 
past the ruling of the waves. 

A little streak of suddenly realized 
knowledge brought into use, a little flash 
of imagination, and the result—a bulls- 
eye! His profits were commensurate 
with the courage it took to buy in the 
face of the reorganization and assess- 
ment talk when the stock was cheap. 

We all realized that the times were 
pregnant with possibilities, and most of 
us have the streaks of special knowledge, 
but too few have or exercise the co-or- 
dinating imagination necessary to supply 
the missing links, few as they may be, 
in the little chain of reasoning which 
we must complete in order to strengthen 
our convictions to the point where our 
ideas crystallize into action; especially 
the fateful action upon which hangs our 
all. 

A Plodder’s Imagination 


I know of one stolid conscientious 
trader who thinks he has no imagina- 
tion, but states that he is a plodder. He 
refused to touch Bethlehem Steel after 
it crossed par, on the general grounds 
that it had had a terrific rise and was 
dangerous. That may seem foolish now, 
but it was good practice. He watched 
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others rush in where he feared to tread, 
even lightly, and finally pinned his faith 
to the standard bearer of all the steel 
stocks, reasoning that the big company 
with its powerful organization might be 
depended upon to secure its share of 
the profits if any one made money. 
The report just issued for the last quar- 
ter of over $51,000,000, being the great- 
est earnings for any quarter in its his- 
tory of 15 years, amply justifies the rea- 
soning on which he based his venture, 
and the corresponding rise in the stock 
afforded a modest profit, but one which 
he states he always felt sure of and did 
not worry about. 


Where Folly Paid 


It is now history that the out and out 
gamblers made a great deal more than 
careful traders, out of the unusual con- 
ditions existing during the past year and 
a half. Lacking plans or information, 
but substituting instinct for both, instead 
of asking why and wherefore, they quick- 
ly divined that something extraordinary 
was impending and gaily jumped aboard 
everything that stuck its nose up. Seldom 
were they disappointed. They and the 
verdant souls making their initial ven- 


false lessons they have learned will most 
likely lead to their undoing. 


Where Folly Leads 


However much a stock may justly 
reflect a sudden great increase in its 
earnings, when it comes to exploiting 
and advertising that increase in the stock 
market the thing is bound to be overdone 
and exaggerated. Even if there were 
no pools, we are an enthusiastic people 
and fearful lest an issue may not get its 
just dues in the way of height, we boost 
it up even a little higher than it ought 
to go. Look good to see it going up; 
hate to see it stop, you know. When it 
does stop somebody is sure to be dis- 
appointed. They are still at it, and many 
will be pyramiding their easy profits 
when the end comes and the topheavy 
columns begin to crumble and sink. Be- 
sides there are many impostors in the 
arena; many false knights whose shields 
should bear the bar sinister, and 
many of the innocents have pinned their 
faith to these upstarts who have enjoyed 
a rise on the tail of some one else’s kite. 
Anything can be put up, sometimes a 
good ways, on war order stories, even 
when a reaper and binder machine 
could be driven through the empty fac- 


tures made a lot of money. But the _ tories. 
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War Stocks and Peace Stocks 


What Hindsight Reveals and What Foresight Seems to 


Show 





By CHARLES W. KIMBALL 





GOOD many persons are looking 

back upon the events in the past 

eighteen months and wondering 
why they didn’t buy War Stocks when 
they were cheap. In August, 1914, it 
certainly was plain enough :— 

(1) Five World Powers were at War. 

(2) From their size and importance, 
it was evident that the war was to be no 
temporary affair. 

(3) One of the greatest demands 
would be for the materials to fight the 
battles—munitions. 

(4) Therefore, the companies manu- 
facturing these materials would get a 
lot of business and their shares would 
boom. 

Those who look back comfort them- 
selves by saying, “The situation was 
complex.” It wasn’t. It never is. That 
is, the investment situation never is com- 
plex. The real complexity is in the men- 
tal attitude of the beholder. 

Looking ahead, we are today con- 
fronted with other facts and conclusions, 
just as clear, just as logical, just as unde- 
niable as those that existed in August, 
1914. 

(1) All Europe is at war. 

(2) The war must end soon, if only 
from sheer exhaustion of the com- 
batants. 

(3) Foreign business of certain Amer- 
ican industries normally exporting large 
quantities of material to Europe has been 
cut in two by the war. 

(4) Hence, when peace is restored, 
present exports of these industries will 
be doubled. Profits will increase. Their 
shares will be enhanced in value. 


Sell War Stocks ? 


I am not at all sure that the converse 
of this reasoning will work out. Because 
exports of the munitions companies have 
doubled since the war began, it doesn’t 
follow that their business will be cut in 


two when peace is assured. I say: 
“ Stop, look, and listen” before you sell 
the War Stocks short. President Wil- 
son’s campaign for preparedness against 
a hypothetical invader might turn out to 
be preparedness for a very real inter- 
vention in Mexico. : In which event, the 
munitions and ordnance companies 
would be kept busy for some time. 

But it is certain that the stream of 
European exports choked off by the war 
will flow again when peace is restored, 
and that it will refresh many an arid 
spot in our industrial organization. Not 
all lines of industry have been affected 
alike. Exports of some have remained 
unchanged. Others have lost only their 
normal yearly increase. They are just 
holding their own. Some have lost 10 
per cent., some 50 per cent., some are 
dead. 


The “ Peace Stocks.” 


This article is intended merely to be 
suggestive. The investor who is inter- 
ested to know just what industries will 
be benefited by peace will find the facts 
—and nothing but facts—in a pamphlet 
published by the Bureau of Foreign and 
Domestic Commerce, Department of 
Commerce, Washington, D. C. It gives 
our exports of every nature, in detail for 
1913, 1914 and 1915, year by year. It 
is called “ Monthly Summary of Foreign 
Commerce, No. 12, Series 1914-15.” 
The Department will send it post paid 
for 15 cents a copy. 

Intelligent study and inquiry along this 
line will enable anyone to find out 
what are, or what will be, the Peace 
Stocks. Your broker, if he has a well 
equipped statistical department, or knows 
that end of his business himself, can dig 
them out for you, provided you tell him 
specifically what lines of industry you 
favor. 

Articles published in leading financial 
magazines analyzing various corpora- 
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tions often contain valuable hints. Not 
long since I read descriptions of STAND- 
ARD Oi oF New Jersey, Vacuum Ot, 
the Corn Propucts REFINING *that sug- 
gested their possibilities as Peace Stocks. 
These three companies are worth the 
consideration of the investor who takes 
a long look ahead. 

There are others, some large and well 
known, some smaller and less often men- 
tioned. In the next bull market some of 


them will probably share in the leader- 


ship. All are pretty sure to profit. The 
investor who prefers working from a 
basis of commercial conditions rather 
than from technical or fundamental con- 
siderations will do well to turn his atten- 
tion toward those stocks now. 


*Analytical articles describing these three cor- 
porations appeared in recent issues of THE Maaa- 


po 
led to plans for the expansion 
of their forei business when conditions abroad 
become settled.—Editor. 


Wall Street Jottings 


DETERMINING THE 


WORTH OF AN INVESTMENT 





Independent Oils Booklet 

E. H. Clarke, 27 William St., has issued 
a booklet on the independent oil stocks, 
about which little of authoritative value has 
been written heretofore. The booklet, 
which may be had upon request, covers the 
Barnet Oil & Gas, Cosden & Co., Houston 
Oil, International Petroleum, Muskogee Re- 
fining, Sapulpa Refining, Wayland Oil & 
Gas and the Cosden Oil & Gas companies. 


Atlantic Mutual Scrip 


Chisholm, & Chapman are issuing a cir- 
cular on Atlantic Mutual Scrip, issued in 
multiples of $10, which has paid both prin- 
cipal and interest for 72 years. The scrip 
can be purchased at present to net about 
5SU%. 


New Advertising Agency 


E. Medley Scovil has opened an adver- 
tising agency at 25 Pine Street, New York, 
under the firm name of Medley Scovil, Inc., 
and will specialize in financial advertising. 


Cuban Bank Bonds 

Messrs. Keane Zayas & Potts, 15 Broad 
Street, New York, are offering to investors 
bonds of the Cuban Mortgage Bank, oper- 
ating under the auspices of the Government 
of Cuba, to yield better than 6%. The 
bonds, which are available in denomina- 
tions of $100, $500 and $1,000 combine an 
attractive yield with a high degree of safety. 
Their circular W-12 ye! describes the of- 
fering and will be sent free on request. 


National Enameling & Stamping 


A. A. Housman & Company have issued 
a circular on National Enameling & Stamp- 
ing. An interesting comparison of earn- 
ings is given. The circular further treats 
of the company’s business outlook. 


Hartshorne & Picabia 
Hartshorne & Picabia, 7 Wall Stret, mem- 


bers of the New York Stock Exchange, 


have formed a special department to han- 
dle investment and speculative orders for 
fractional lots. The firm has issued a book- 
let describing methods of purchasing stocks 
on instalments and offering special induce- 
ments in the way of advice to the small in- 
vestor. 


S. S. Kresge & Co. 


A timely letter explaining the financial 
plan of the S. S. Kresge Company and a 
circular describing the new preferred stock 
have been issued by Robert C. Mayer & 
Company, Investment Bankers, 120 Broad- 
way, and will be sent to investors who re- 
quest them. 


Coppers 


_ A statistical volume of Coppers is being 
issued by Slattery & Co., 40 Exchange 
Place, New York City, in which the state- 
ment is made, according to conservative 
authority that $100,000, in dividends 
will be paid out on copper shares during 
the current year. It is predicted that this 
enormous dividend payment will cause a 
readjustment in the values of the coppers. 
Copies of the booklet will be sent on re- 
quest for 12-MW. 


Steamship Stocks 


Under the direction of C. W. Morse and 
associates five steamships have been in- 
corporated, shares in which are being of- 
fered by =o & Company, 120 Broad- 
way, N. Y. According to information con- 
tained in their circulars ocean freights have 
advanced tremendously and are still on the 
upward movement. Stock in these.ships is 
offered as a speculative investment prom- 
ising large returns. 





Technical and Miscellaneous Inquiries 





Signing in Blank 

Q.—In indorsing stock certificates in 
blank is it necessary to have the signature 
witnessed? Do we date them? n our 
heirs then make good delivery? How 
could we protect ourselves in the event of 
losing our stock certificates, say on the 
street?—K. F. B., Pittsburgh, Pa. 

Ans.—In signing your certificates it is not 
necessary to have the signature witnessed. 
The date should not be filled in. If you 
sign your certificates in the proper place, 
your heirs can then make good delivery. 
You should be careful to take the number 
of you rcertificate, then if it is lost, notify 
the company that certificate of such a 
number has been lost. You will in time be 
given a duplicate certificate if yours is not 
recovered. This involves -considerable 
bother and expense, however, and you 
should take great care not to lose any cer- 
tificate you have signed. 


Dividend Checks 

Q.—In September I purchased some Du 
Pont common and sold it at a profit with- 
out having it transferred. As a result the 
original holder received the last dividend 
check which I collected and am holding it 
to find out to whom it belongs.—C. H. P., 
Passaic, N. J. 

Ans.—We suggest that you hold the divi- 
dend check until the broker through whom 
you sold the stock notifies you who is en- 
titled to it. You are in no way responsible 
for the dividend check except that, as it 
was delivered to you, you must be prepared 
to give it up in turn to the proper person. 


Higher Commission Rates 


Q.—Los Angeles at the present time has 
only two stock brokerage houses. On Feb. 
Ist these two houses combined to raise 
commission on handling stocks and grain. 
Namely % on full share lots and % on 
odd lots besides the % allowed by the ex- 
change for odd lots for a round trade. 

BY this new rate if one wishes to handle 
a fifty share lot at the market it will cost 
him % of a point and tax for a round turn. 
Will you kindly answer if there is any 
redress against this monopoly?—A. S., 
Los Angeles, Cal 

Ans.—There is no way that we know of 
by which you can avoid these higher com- 
mission charges, since the Stock Exchange 
has a limit on minimum commissions but 
none on the maximum. It might be cheaper 
to wire your orders to some other firm in 
another city where the commission rates 
are lower. That is the only suggestion we 
can make in the matter. If you stop to 
consider the amount of business handled by 
the firms you mention in Los Angeles, it 
is probably very small and they have to 
charge a higher rate in order to make ex- 
penses and a reasonable profit. 


Railroads’ Surpluses 


Q.—Are the surpluses which the railroads 
show in cash? And if so why do not the 
roads use them to pay off their fixed obliga- 
tions, instead of creating new ones?—J. S., 
New York City. 


Ans.—The surplus earnings shown by a 
railroad after all deductions, including divi- 
dends, can be used in a variety of ways. 
Railroads are constantly improving their 
physical property, making extensions, eli- 
minating grades, etc. Sane earnings 
turned back into the property in this man- 
ner tend to ultimately reduce the operating 
ratio or increase gross business. In the case 
of Southern Railway it is well known that 
this road could spend many millions to ad- 
vantage on this property. Tt would be very 
poor policy for this road to use its surplus 
earnings in reducing its present debt, as a 
great deal more benefit would accrue in 
using these funds to increase the efficiency 
of its system. 

Take, for example, Erie. Since 1901 over 
$100,000,000 has been expended in additions 
and betterments, double tracking, etc. Prac- 
tically all this money was taken from earn- 
ings. The result is, that Erie is now show- 
ing the biggest earnings in its history. 

Money spent on additions, betterments, 
etc., does not necessarily appear in the 
yearly income report of a railroad. There 
is no comparative basis of value for esti- 
mating what a reasonable ratio of work- 
ing capital to gross earnings or capi- 
talization is. The working capital of a 
railroad is inclined to vary greatly, de- 
pending on special conditions. It is not a 
very important factor in determining the 
standing of a railroad security. More im- 
portant factors are—capitalization per mile, 
the operating efficiency, and earning power. 
Another point which should be considered, 
is whether any large amount of debt is 
maturing in the immediate future. 


Unwelcome Financial Literature 


Q.—How can I stop a brokerage firm 
from sending you their circulars? ow is 
an order “ bucketed”?—V. Z. S., Philadel- 
phia, Pa. 

Ans.—There is no legal way to stop any- 
one from sending you mail. If you will write 
to the brokers who are sending you the 
circulars and ask them to discontinue send- 
ing them, they will probably comply with 
your request. To “ bucket” an order is not 
to execute it in the market, that is to say, 
if you give your broker an order to pur- 
chase 20 shares and he simply credits the 
stock to your name on his books without 
actually purchasing it in the market, he 
could be said to have “ bucketed” *he order. 
This is, of course, illegal. 
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“Shareholder” and “Stockholder” 

Q.—Do the words “Shareholder” and 
“Stockholder” mean the same thing?—B. 
W. B., Cambridge, Mass. 

Ans.—Shareholder and stockholder are 
synonymous terms. If you are a sharehold- 
er in Midvale Steel you have a right to sub- 
scribe to new stock at $60 par to 7 extent 
of one third of your holdings. ou do 
not wish ‘to subscribe, you can —- your 

“rights” in the market. Midvale Steei can 
hardly be considered an investment, but at 
present prices we consider it an attractive 
speculation. 





Tape Reading 


Q.—How may one tell from the tape what 


sales are at “ offered” and what sales are 
at “bid” prices?—P. F. A., Berwyn, Md. 

Ans.—Of course you know every transac- 
tion reported on the tape involves a sale as 
well as a purchase. It is impossible to 
judge definitely as to which transactions 
represent stock bid for at the market and 
which represent stock offered at the market. 
Tape reading is a rather complicated study 
and there are many factors which enter 
into it. We suggest that you obtain the 
book “ Studies in Tape Reading” by Rich- 
ard D. Wyckoff, price $3.06 postpaid. This 
book gives a very clear idea of the whole 
subject and can readily be grasped by the 
unitiated. 





Brokers’ Advices 

Q.—It seems to me that most brokers 
advise their customers to buy stocks when 
the prices are high, but not when they are 
low. Is this because they are after com- 
missions only and have no regard for their 
clients, or because of ignorance?—J. O. T., 
Cambridge, Ohio. 

Ans.—It is unquestionably to the interest 
of the honest brokerage firms that their cli- 
ents make money and they have no rea- 
son for giving bad advice purposely. It is 
well known that if the average customer 
makes money he becomes a much more ac- 
tive trader, takes bigger chances and his 
broker gets more commissions, whereas, 
if a customer loses he becomes more cau- 
tious and makes fewer trades. Of course, 
there are some so-called brokerage houses 
which are playing the game crooked and 
consider every customer they get in the 
light of prey. But, fortunately, houses of 
this character are in the minority and it is 
well known in the financial district who 
they are. We hardly agree with you, that 
stocks are never recommended when they 
are low. When the Stock Exchange was 
reopened in 1915 brokerage houses were 
almost universally bullish and, as you 
know, those that followed their advice at 
that time have now handsome profits. A 
broker is no more infallible than anyone 
else and in many cases his guess as to 
which stocks are going up, is a poor one. 


Pipe Line Decision 


Q.—Will you kindly inform me what are 
the new government rulings affecting the 
earnings of the Standard Oil pipe lines?— 
W. M. C., Pittsburgh, Pa. 

Ans—The U. S. Supreme Court in 1914 
decided that pipe lines were common car- 
riers and therefore under the jurisdiction 
of the Interstate Commerce Commission. 
Rates for transmitting oil are therefore 
now regulated by the Interstate Commerce 
Commission. The Commission generally 
reduced the rates in effect and this cut into 
the income of the pipe line companies. It 
caused recent unfavorable showings. 





Signing Brokers’ Blanks 


Q.—I am enclosing a form, sent to me by 
my broker for my signature, that appears 
to be a cross between a Homestead Lien, 
and an “Till death do us part” chattel 
mortgage. 

Will you kindly tell me, if the New York 
Jaw sealer does compel me to sign same, or 
is it optional with me?—W. S. M., Snow 
Hill, Md. 

Ans.—The New York Law certainly does 
not compel you to sign the form you en- 
close. Your broker, however, cannot pledge 
your stock for a loan unless you sign this 
form. If you do not sign it, therefore, it 
will be necessary for you to buy your 
stocks outright. This form is sent out by 
practically all brokers taking margin ac- 
counts and is merely a matter of form to 
comply with the New York Law. 





In a Broker’s Name 

Q.—Can I purchase stock in a broker's 
name instead of my own name, with safety? 
—M. A., Jersey City, N 

Ans.—You can purchase a stock with 
safety in a broker’s name, provided you get 
an honest broker. We will be glad to ad- 
vise you at any time in regard to your 
broker. Any broker with whom you had an 
account would have been glad to sell your 
Sapulpa Oil stock and wait a few days for 
your certificate. 





Failed Firm 

Q.—I sent a check for $75 to John H. 
Putnam & Co., which was received after 
that firm had failed. Am I not entitled to 
the return of my money at once?—G. E. P., 
Coldwater, Mich. 

Ans.—As your money was sent after a 
receiver was appointed for John H. Put- 
nam & Co., there is little question but that 
you will get it back. The receiver for that 
company cannot return money sent to the 
firm “¢ by order of the Court. The 
Court will probably shortly order this re- 
turned to you and if you do not receive it 
shortly, we suggest. that you write to us 
again and we will give you definite advice. 























COTTON AND GRAIN 





Undiscounted Factors in Cotton 





By C. T. REVERE 





ITH the recovery of 75 points or 
so in the last 10 days, the over- 
sold condition of the cotton mar- 

ket may be considered as having been 
corrected. Fresh incentives, therefore, 
will be required to produce a movement 
in either direction. Whether this will 
come from some undiscounted feature of 
the old crop situation, or developments 
with respect to the yield for the com- 
ing season, is a matter of pure conjec- 
ture. 

With regard to the old crop features, 
the trade is in practical agreement on 
every feature, except one—the amount 
of cotton that will be exported during 
the remainder of the season, It is con- 
ceded by bulls and bears alike that the 
consumption by American mills will be 
very large. Spinners, as well as cloth 
manufacturers, are working to the limit 
of their production, and many establish- 
ments are runing night shifts. The limit 
of efficiency is being achieved, and there 
is a record-breaking production which 
also calls for raw material on a scale 
never before known. It is not believed, 
however, that the consumption by Amer- 
ican mills can be in excess of 7,250,000 
bales, including linters. 

The purchases of American cotton 
manufacturers have been on a liberal 
scale, and have taken full cognizance of 
engagements for a considerable period 
ahead. Spinners are well covered. 
Southern mills appear to have cotton 
enough to last them on the average up 
to the first of July, and while a few are 
not quite so well protected, others have 
cotton enough on hand to last them well 
into the early Autumn. 

New England manufacturers have am- 
ple cotton to last them until the first of 
June in their warehouses, and their con- 
tracts with shippers, which have not yet 
been filled by arrived shipments leave 
them well provided for. The only feature 
troubling the New England spinners, 


and it must be admitted that it is not of 
pressing importance, is the congestion on 
the railroads throughout the New Eng- 
land section. In many cases cotton, which 
left the South in December, has not yet 
arrived. 

Taken all in all, ‘there is every indica- 
tion that American spinners have on 
hand stocks of cotton in the neighbor- 
hood of 2,000,000 bales, which would be 
a record protection for this stage of the 
season. As stated above, the only point 
in disagreement is the volume of end-of- 
the-season exports. 

Shipments brought up to the first of 
March amounted to about 3,550,000 
bales. The largest amount ever export- 
ed after this date was 2,552,000, in the 
season of 1914-15. Even this record 
amount would bring total exports up to 
only 6,100,000. The largest amount, with 
this exception, was in I9II-12, when it 
reached to 1,950,000 bales. This would 
leave total exports of only 5,500,000 
bales. The average amount exported 
from now on to the end of the season is 
only about 1,600,000 bales, which would 
give a total for the season of only about 
5,150,000 bales, thus furnishing fair cor- 
roboration of estimates much earlier in 
the season. 

Recently, however, there have been 
estimates of a total for the season of 6,- 
700,000 bales or thereabouts. Such a 
figure as this would be considered bull- 
ish, as it would indicate a total supply at 
the end of the season in the United 
States of less than 1,500,000 bales. It 
seems pretty clearly indicated, however, 
that the supply in the United States, by 
the first of next August, will be in excess 
of 2,000,000 bales. 

Numerous conflicting reports are being 
received regarding the new crop. Texas 
is beginning to complain of drouth, but 
this development so early in the season 
would be rather bullish on cotton, as it 
would interfere with the planting of 
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other creps, and the area thus reserved 


would be held for cotton in the expecta- 
tion that Spring rains would furnish 
moisture sufficient for germination. 
There is good foundation for the belief 
that the Oklahoma acreage would be ma- 
terially increased, and it would surprise 
no one if the increase should amount to 
25 per cent. The Eastern belt acreage 
is still a matter of doubt, although an in- 
crease in that locality is pretty clearly 
indicated. The chief reliance of the 
bulls, however, will rest on the question 
of fertilizer. Plant food this season will 
be deficient in potash, but the experts of 
the Department of Agriculture do not 
consider this especially serious; not 
nearly as serious as was at first thought. 
After all, the future of the market 


will resolve itself a good deal into a ques- 
tion of weather conditions. If the sea- 
son is early, and crop preparations are 
undertaken under auspicious circum- 
stances, it will be difficult to convince the 
trade that the crop will be a small one. 

The incentive for a large acreage is 
contained in the present price. Farmers 
have received an average of more than 
11 cents for their cotton this season, and 
they have sold their seed around $40 per 
ton. Cotton seed oil mills have had a 
most profitable season, in spite of the 
high price they have to pay for seed, as 
oil is now at record figures. The mills 
have reserved an abundance of seed for 
farmers, and the usual cry of seed scar- 
city will meet with a good deal of skep- 
ticism. 
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New Crop Factors in Wheat 





By P. S. KRECKER 





about the_old crop “out” the 

trade is inclined to attach less 
importance to the past and more to the 
future. Condition of the Winter wheat 
hereafter promises to play an increas- 
ingly larger part in the market than sta- 
tistics, as the period is approaching when 
something definite can . learned about 
it in contrast with the vague and gener- 
alized reports of traveling observers 
and, since the government report on 
farm reserves has been issued, there is 
no further argument on the question of 
stocks of wheat in this country. They 
are impressively large although the totals 
are subject to modification because of 
the quantity of unmillable wheat in last 
season’s Winter crop. 

Much has been said about damage to 
the Winter crop and official reports have 
gone far to confirm claims of daiage 
but only in general terms. Thus the Na- 
tional Weather and Crop Bulletin for 
February, which is the latest United 
States government exhibit on the sub- 
ject, speaks specifically of damage to 
wheat in Illinois and Oklahoma. De- 


Wx virtually all of the news 


scribing the situation in Illinois it says 
that precipitation was much below nor- 
mal. Snowfall was light and in all parts 
there were many days when the wheat 
fields were without proper snow protec- 
tion, the Bureau reaching the conclu- 
sion that “ wheat seems locally injured 
through the absence of covering and the 
alternate freezing and thawing, and there 
was some loss from floods.” Describing 
conditions in Oklahoma the Bulletin 
says: “ Late sown wheat seems to have 
been seriously hurt by the severe freezes 
and sleet storms late in January.” These 
are the only two instances in which the 
Bulletin speaks of specific damage to 
wheat, but it indicates in its grain 
weather review that conditions climat- 
ically were not what they should have 
been in other states. February was 
marked by deficiency in both temperature 
and precipitation in Indiana. Kansas 
had one of the driest Februarys on rec- 
ord and what little precipitation there 
was came mostly in the form of light 
snow. Small grains need moisture in 
Texas. Nebraska seems to have been an 


exception with warm and pleasant con- 



































ditions most of the month. From this 
summary it is fair to conclude that, even 
if private expert estimates of damage to 
growing Winter wheat be ignored or 
given scant consideration, some damage 
has been done to the plant by the weather. 
This development takes on added signif- 
icance when it is recalled that wheat got 
a poor start last Fall, for the December 
condition report made the average for 
the country 3 points lower than the 10- 
year average. 

Damage to Winter wheat is only one 
phase of the new crop situation, however. 
Another is the known decrease in acreage 
of more than Io per cent. Planted area 
as estimated last December by the gov- 
ernment totaled only 37,226,000 acres 
against 42,012,000 the previous year. A 
third factor is the abandonment of acre- 


age which invariably takes place. Sta- 
tistics on this point are instructive. 
Abandonment of 2.1 per cent. last 


year was the smallest of record by the 
Census Bureau. The largest percentage 
in 10 years was that of 1912 when no less 
than 20.1 per cent. or 6,469,000 acres 
were abandoned. The next largest 
abandonment was that of Ig10 when it 
totalled 4,540,000 acres or 13.3 per cent. 
The average abandonment for the last 10 
years was 8.2 per cent. Assuming that 
the average will be reached—and it is 
not an unfair assumption in view of the 
known poor start the crop has had—we 
shall have a harvested area of Winter 
wheat next Summer of approximately 
34,500,000acres. Such an area would fully 
justify the government’s estimate of 
540,000,000 bushels of Winter wheat 
made last December. 

The point about this review of new 
crop prospects, is that it may offset the 
enormous farm reserves disclosed by the 
government’s report of the 8th instant. 
Statistics have been so thoroughly di- 
gested on this point that they scarcely 
need repetition. It is sufficient to observe 
that farm reserves and the official visible 
total of 305,252,000 bushels compared 
with 202,590,000 bushels last year, show 
a gain of 102,682,000 bushels. To this 
total must be added the amount of wheat 
in mills and country elevators, which 
has been estimated by the government 
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at 151,900,000 bushels, the largest on 
record. Add this to farm reserves and 
visible supply as of March 1 and we 
have a grand total of wheat stocks 
in the country of 460,000,000 bushcls 
contrasted with 291,000,000 on March | 
last year. While these figures are stag- 
gering, it should not be forgotten they 
make no allowance whatever for un- 
millable wheat. The lowest estimate of 
its total given by private statisticians— 
the government never estimates the grad- 
ing of wheat just as it never attempts to 
calculate the quality of the cotton crop— 
was as recalled by the writer, 60,000,000 
bushels. The maximum estimate made 
was 150,000,000 bushels. The average 
of these extremes would be 105,000,000 
bushels. It is just possible that these 
figures represent with reasonable accu- 
racy the volume of unmillable wheat in 
last year’s crop, or approximately 10 per 
cent. of the total. 


Now it is certain that this bad wheat 
is still in domestic stocks. But if that is 
the case, it should be deducted from the 
stocks because it is not available for ex- 
port or for milling purposes at home. 
Deduction of say 100,000,000 bushels 
from the grand total of 460,000,000 of 
estimated wheat stocks in this country, 
would leave about 360,000,000, which 
does not compare badly with the 291,- 
000,000 in stocks a year ago. Assuming 
for the sake of argument the estimate 
of some statisticians that exports for the 
remainder of the season will not exceed 
70,000,000 bushels of American wheat 
is correct, there would remain upwards 
of 290,000,000 bushels of wheat in the 
country for domestic distribution against 
200,000,000 bushels last year. 


That total, if this conclusion is logic- 
ally reached, cannot be considered large 
when the fact is taken into consideration 
that the new Winter wheat crop is likely 
to fall short of last season’s by 200,000,- 
000 bushels. Even if estimates that the 
Canadian surplus on March 1 was fully 
100,000,000 bushels larger than last year 
are correct North America has surpluses 
available which total less than the pros- 
pective decrease in the United States 
winter wheat crop. 





The Court of Public Opinion 


Corporations Can Depend Upon Receiving a Fair Hear- 
ing When Their Cause is Just 





By RUDOLPH GUENTHER 





N this modern age, when nearly three 
out of every four of our adult popu- 
lation read the newspapers and maga- 

zines, it is significant that not more of 
our captains of big business do not em- 
ploy the advertising columns of the 
American press to tell such stories as 
they wish to reach the public ear. 

Possibly their reluctance to approach 

the people with their message is account- 
ed for by a suspicion they entertain that 
they might subject themselves to the 


criticism, that they are trying to mould 


public opinion. 

Once there was a day, and it was not 
long ago, when it was the general practice 
for heads of corporations to call in news- 
paper men and through interviews en- 
deavor to place their views before the 
people. It was a roundabout way to go 
at it and seldom did their views get to 
the ears of those they were intended to 
reach, nor did they reach the people in 
that clear and concise form requisite to 
a clear understanding of the situation. 

It was not the right way to mould pub- 
lic opinion. 

It left a suspicion in the popular mind 
that the magnates were willing to shape 
opinion through the power of money and 
not by frankly recounting the facts. 

Happily the reluctance to come right 
out and through the advertising columns 
tell what a corporation has to say in an- 
swer to attacks of critics is, as it should 
be, fast vanishing. 

As long as a corporation knows its 
cause to be just, it should feel no hesi- 
tancy in placing its cards face upwards 
on the table and, by advertising, say 
through the newspapers: “ Here, gen- 
tlemen, is our side of the controversy ; 
judge frankly yourself of its merits.” 

Traditionally it is known the world 
over that the spirit of fair play is de- 
veloped in no people more than in Amer- 
icans. All they seek is the truth; give 
them the truth and they may be depended 


upon to weigh it carefully against all the 
arguments of the opposition. 


Before the Court of Public Opinion 
any and all corporations will receive a 
fair hearing if they come before it with 
clean hands. As advertising is legitimate 
as long as it is not fraudulent, it consti- 
tutes, from whatever viewpoint the sub- 
ject may be approached, the most direct 
and economical method at hand to ap- 
proach this court. 

Similarly the tendency is gaining 
ground among corporations to give the 
fullest publicity to their annual reports 
through intelligent advertising in such 
newspapers and periodicals as are known 
to reach people interested. 


In a Western State a few years ago 
a bill to increase the number of train- 
men on each train was before the legisla- 
ture. Finally it was referred back to the 
people for an expression of their desire 
regarding it. 

An enterprising advertising agent rep- 
resented to the railroads, vitally inter- 
ested in the proposed law, that if they 
would call to their assistance the adver- 
tising columns of the newspapers of their 
State, telling in clear and straightforward 
announcements why the bill was a men- 
ace, not only to the railroads but to 
themselves, they would enlist on their 
side a most powerful ally. 

The railroads acted upon the sugges- 
tion; they told their side of the story 
frankly and used every sound argument 
to drive home upon public opinion the 
injustice of the proposed legislation. 

When the election was over and the 
votes counted, the bill was defeat by a 
majority of nearly two hundred thousand 
votes. The State was Missouri, a State 
which “ must be shown ” and when it can 
be shown through the power of honest 
advertising and be convinced, it is rea- 
sonable to expect similar results in other 
communities. 
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